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In December 1995, Alberta Energy Company Ltd. (AEC) offered, in

a friendly merger transaction, $1.1 billion for all of the outstanding
stock and debt of Conwest Exploration Company Limited {Conwest).
The merger offer was highly successful - over 96 percent of the Conwest
shares were tendered. The transaction took effect as of January 10, 1996,
after which total AEC market capitalization was $2.2 billion. In this
Annual Report all financial information to year-end 1995 reflects the
pre-merger AEC. All future-oriented operating information is on a
post-merger basis.

Conwest was a very successful oil and gas exploration company, active
primarily in the West Peace River Arch. The merger creates the second
largest publicly traded upstream producer on a boe reserves basis.
It results in a dramatic increase in the exploration and production
assets of the “new AEC"” as follows:

> Exploration land increases by 56 percent

Y

Natural gas reserves increase by 49 percent

¥

Conventional oil and NGLs reserves increase by 84 percent
> Gas production grows by 55 percent
> Conventional oil and NGLs production grows by 96 percent

AEC also has investments in pipelines, natural gas storage, and
gas processing which provide an additional solid income base.




OVERY

On September 21, 1995, shares of Alberta Energy Comparny Lid. began trading
on the New York Stock Exchange. For potential new investors, as well as existing
shareholders, there is a “new AEC” to be discovered . . . a dynamic, growing

Canadiamn oil and gas compaiy.
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> In late 1995, AEC initiated a $1.1 hillion merger with Conwest. The merger, successfully
completed in January 1996, resulted in a dramatic increase in AEC's exploration and
production assets. Earlier in the year, the Company sold its final non-oil and gas business,
the Forest Products Division. Net proceeds of $305 million were directed to the cash
component of the Conwest merger.

Crowll

= AEC’s 1995 exploration program, the largest in the past decade, achieved a conventional
production replacement of 230 percent on a proven and probable reserve basis. A total of
235 net wells were drilled - 44 exploration and 191 development — with an overall success
rate of 84 percent.

> Conventional oil and NGLs production grew by 36 percent, mainly as a result of drilling
successes at Suffield and Ogston. Total liquids production grew by 15 percent to 42,153 barrels
per day — 27,823 barrels per day from Syncrude and 14,330 barrels per day of conventional
oil and NGLs.

= The merger with Conwest results in combined gas reserves of 2.9 trillion cubic feet,
conventional liquids reserves of 113 million barrels, and Syncrude reserves of 280 million
barrels. Gas sales will grow to 530 million cubic feet per day in 1996; liquids sales will reach
56,000 barrels per day. Total western Canadian undeveloped lands following the merger are
2.0 million net acres.

> An application was filed for regulatory approval to construct the proposed Express oil
pipeline from Hardisty, Alberta to Casper, Wyoming.

THnancial S /1*@1:{9/5

> A $177.4 million decrease in long-term debt resulted in year-end debt of $384.4 million -
$153.5 million in exploration and production and $230.9 million in transportation, storage
and processing.

> The year-end exploration and production debt-to-cash flow ratio was 0.8 times. The
post-merger ratio will be about 2.0 times and is expected to decline significantly by 1997.

> Year-end debt-to-equity ratios were 13:87 for exploration and production and 64:36
for transportation, storage and processing. The post-merger exploration and production
ratio is 29:71.

Pertormance

= The price of AEC stock increased by 22 percent during the year. The stock out-performed the
TSE Oil and Gas Producers Index by 7 percent, Following finalization of the Conwest merger in
January, AEC had 97.9 million shares outstanding for a total market capitalization of $2.2 billion.
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ALBERTA ENERGY COMPANY LTD

Financial Highlights 1535 1994 1553
Cash Flow from Qperations (S millions} 270.7 294.8 251.4
Per share ($) — Basic 3.61 407 3.52
— Fully diluted 3.51 388 333
Net Earnings ($ millions} 110.2 100.5 91.6
Per share (5) — Basic 1.47 1.36 1.23
— Fully diluted 1.44 1.34 1.21
Year-End Long-Term Debt (5 millions) 384.4 561.8 528.2
Exploration & Production 153.5 2328 2238
Transportation, Storage & Processing 230.9 2296 2075
Debt-to-Equity Ratio 25:75 35:65 35:65
Exploration & Production 13:87 21:79 21:79
Transpartation, Storage & Processing 64:36 64:36 64:36
Debt-to-Cash Flow Ratia — Explorzlion & Production (times} 0.8 1.2 1.2
Operating Highlights
Produced Natural Gas Sales {iivicid}* 320 345 332
Total Liquids Sales (B/D) 42,153 36,820 31,041
Conventicnal Qil and NGLs Sales {(B/D) 14,330 10,538 8,923
Syncrude Sales (/D) 27,823 26,282 22,118
Convenlicnal Reserve Additions (Befe, 10:1) 380 382 241

* The difference between "sales” and “production” figures /5 the arount wyected into AEC's storage facility

Earnings Per Share
Increase Steadily
CSishare - fully dituted
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1995 MILESTONES

In Jate 1995, AEC initiated the most significant transaction in its 20-year history —a $1.1 billion
friendly merger with Conwest. The transaction was completed on January 10, 1996, This merger
ol lwo successful companies increases AEC's growth profile over the next several vears and results
i one ol the strongest exploration and production companies in western Canada.

The strategic realignment of ARC from a diversified resource company into an oil
and gas exploration, production, marketing and pipeline transportation company was also completed
in 1995. The 5305 million sale of AEC's Forest Products Division at mid-vear provided the lion's share
of the cash portion of the merger with Conwest.

Consistent with cur counter-cvelical strategy, the Conwest merger adds substantially
o AECTs solid, long-life gas reserves. As well, our unique gas storage and marketing position and the
launching of AEC's Jargest ever exploration program will position you, as a sharcholder, to profif from
very substantial production growth as gas markets strengthen.

Other initiatives taken in 1995 also reflect AEC's counter-cyclical growth strategy.
This is a strategy that fosters aggressive exploration and acquisition when prices are low, so that new
reserves are ready to develop as prices rebound. History has shown that greater profits are achieyed

when investments are made at the bottor of « commodity price cyele rather than at the top.



DISCOVER AEC

The new AEC is one of the
fargest oil and gas companies

in western Canada. |

The merger of AEC and
Conwest assets and people
provides significant potential
for future growth.

ALBERTA ENERGY COMPANY LTD.

AEC conducted its most active drilling programn in ten vears and moved
aggressivedy to add 654.000 nel acres of exploration land at half the per-acre cost of land acquired
the previous vear, Proven and probable conventional reserves additions ttaled 230 percent of
production, making 1885 the sixth consecutive vear in which reserves grew more than production.
A considerable investment in exploration land and seismic dara positions AEC to conduct an even
larger expleration program in 1986,

In response to higher oil prices, ARC inereased ils oil and natural gas hauids
production in 1993, bringing average compound growth in liquids production sinee 1991 10
1G pereent. The outleok is for continued growth in conventional and Synerude production. with
fuither apside potential from Argenting as well as a very promising new heawy oil recovery
technology al Primrose.

Because ol low gax prices. AEC delaved developmient of now natural gas reserves
ane stored a portion of production i its nalural gas storage facility at SulTicld. Natural gas prices
were depressed in Canada due principally o inadequate export capacity to the United States, AEC
expects this situation to improve graduallv over the next vear and to change substantiadly in 1997

Further progress was made in pesitioning the Company for profitable growth in
Iransportation and processing. A major new 45 pereent-owned nataral gas liquids processing plant
is scheduled for start-up in Tate 1996, The gas sterage facility at AECO C. Canada’s domimant natural
gas storage and trading hub. was further expanded in 1995, and progress wias made Lo se¢ure new gas
storage in the United States. The proposed Express oil export pipeline, in which AEC is a4 50 percent
participant, is completing National Energy Board regulatory hearings and is poised Lo double the size
of AECs pipeline investments i 1996,

The price of vour AEC shares grew by 22 percent during the vear. out-performing
the Toronto Stoek Exchange Oil and Gas Producers Index. The growing potential of AEC has translated
1o a H pereent inercase in our leading cash flow mulliple (o 3.9 times al vear-end. Another major
milestone in our twentieth vesr was the listing of AEC's commen shares on (he New York Stock
Exchange. This is a first step in broadening AEC's inlernational shareholder base and increasing
the stock’s trading liquidity. We are already seeing results. in that major New York investiuent houses
are now providing their clients with investinent analyses on AEC. As well, the new post-merger AEC
is one of the most liguid Canadian upstream oil and gas stocks. Since the Junuary 10 complelion
of the Conwesl merder. the stoek has traded an average of about 495,000 shares per day or aboult
10 pereent of the Company’s total markel value of 2.2 billion.

A new Results-Based Compensation svstent was initiated which provides emplovees
with direet ARC share and cash incentives Tor achieving or exceeding specific corporate and personal
ohjectives. ARC emplovees focus on (he sharcholder because they are shareholdoers.

Throughout this Annaal Report vou will see an increase in financial and operating
diselosure from previous vears. The halance sheet and other financial information alsa show more
clearly the two separate capital structures, conststent with industry norms for cach of Exploration
and Production (E&P) and Transportation. Storage and Processing (TSPP). The nse of independent
capital structures for AEC's two areas of oil and gas investment helps AEC to maximize its reurn

on investiment while facilitating access to growth capital.



THE NEW AEC
The new AEC has the second fargest o1l and gas veserves position of publiclv traded Canadian upstream
companies on a barrel of oil equivalent basis, Gas riserves total 2.9 illion cubie feer with a YHG expected
lile index of 13 vears, The erger with Conwest brings tagether two complementary western Canadian
exploration programs. Combined exploration landholdings of 2.0 millien net acres ave estimated 1o grow
to more than 2.5 million net aeres iy vear-end 1996, Combined 1996 gas sales are estimated to be
530 million cubic feet per day. growing to 600 0illion cubice feet pep dav jo 1997 The effieient utilization
of Conwest tex pools. combired with higher levels of exploration wnd develommem expenditures, should
defer AECs eash tay horizott for at least three viurs

Conwests 1895 resulrs are dicative of the strengths brought to the new AEC
Proven and probable reserves replacement was 345 pereend onca billion eubic feel equivalent hasis,
Natural gas production grew by 32 percent to an average S0 Mield while liquids produetion inerepsed
tne 15 percent. By vear-end. production had grown 1o 170 MMcld oo gas and 9.500 B/D ol ail and NG~
Conwest acquired 238.000 net acres of Towd. bringing its total veay-end exploration properiies to
TALO00 net aeres. Conwest's three-vear inding and development cost was SO500 efe ong proven wid
probable reserve Basta and S0 Mele enca proven basis. The cost refleets an SSOmillion investment
ftca 150 MMefd state-of-the-art sour gas plant and gathering svsiem al Sexsmith in the West Peace
River Arch. which was commissioned in the fowrth guarter. These ave hut a few highlights of anothe
veat of accomplishment for the people of Conwest. We ave proud to have them on board and 1 know

that thelr talents and ideas will complement those of our own emplovees e add valine 1o the new AEC

) Commodity Price
Growing Growing Upside Potential
Qil and NGL Sales Natural Gas Sales
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ALBERTA ERERGY COMPANY LTD

NEW HORIZONS
The majer challenge facing the new, larger AEC is Lo sustain Llop gquartile growth in sharchoelder value.
This will be done by creating and growing, profitably, a group of smaller business units. Each of these
entreprencurial units will have a high degeee of sutonomy and accountability for specific financial,
reserve, production and assel value added targets. There will be three western Canadian exploration
and production business units, cach of which would ezsily qualify inits own right as a “senior prodycer”
in reserves, production, and capital programs. A fourth business unit will coptain AECY international
activities, most notably in Argentina, and its Synerude investment. The remaining business units consist
of AEC's pipelines and gas processing operations und AEC's industry leading position in marketing and
gas storage, Euch of these husiness units will contain the required support stalf such as linancial,
accounting, computer technology and human resourees. The corporale head oflice will be kept as small
and efficient as possibie.

| am pleased to nete that Conmavest’s (wo key exploration and production executives,
John Stephure and Colin Coolican, will be Jeading the team of Conwest people inte the merged company
to-work with AEC's team and create the new. strengor AEC torce. Gilpateh mergers have typically imvolved
a successful company teking over g weaker company, downsizing stafl and imposing one compan’s
“culture” on the other. In complete contrast, the AEC-Conwest merger is the combination of two
successlul companies using operating, assel. lax and people synergies o ercafe an even stronger. more
successful company.

We are striving (o handle our merger process dilferently. and we are (aking the time
fo do it right, Having said that. iUs also important that we move forward aggressively. The newly organized

husiness units will be stafled and eperational By no later than May 1, 1986

MORE DISCOVERIES
AEC looks te the future with tremendous confidence. Qur outlook for growth in AEC's western Canadiun
production is unprecedented, and Argentina offers lenger-term potential. Unique, AEC-initiated projects
in pipelines, gas storage and marketing will provide an expanding selid base of non-commodity cush flow.
I pelieve that the new AEC olfers investors a combination of extraordinary assets and talented people,
will groat potential.

A thank you, and a welecome, to AEC Direclors. AEC has a very eapable Board of
Directors who have provided outstanding corporate governance through a veriod of great challenge and
change. On behalf of the Board and Management. 1 thank Harry Tims and Dick Whittall. who will be
retiving at the April 1996 Annual Mecting, for their substantial contributions during a combined total of
more than 28 vears on AEC's Board, And a warm welcome to Jehn Lamaciafl. former Conwest CEO, to our
Board. We look forward Lo the advice and direction from twe other Comwest Directors, Martin Connell and
Harley Hotchkiss, who will stand for election at the AEC Anpual Meeting,

Finally, a thank you to the team of people — now Lotalling 780 — fron AEC and
Conwest for theiv patience. understanding and enthusiastic participation during this period of

rearganization enroute te increasing shareholder value.

Gwyn Morgan

Prosident avd Chief Execulive Qfferer
February 8. 1996
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EXPLORATION AND PRODUCTION

WESTERN CANADHAN BUSINESS ENVIRONMENT

The weerage indosiny naturar gas price Tell by aboot S0 percent in 1995, and the mdastny respopded
by decreasing gas-related drilling by approsintately the sase pereentage, This echieed aeiboty i
offset by a 35 pereent increase v oll drilfing, as Canadian Light ail prices were up by 10 perveent,
Lindf sale activity renadned (i during 1995 while costs per acre were down about 0 pereent,
Interest rides were nwhile the exchange rate on the Canadian dollay continued 1o flnetnate
The mdustry pxperienced ongoing rationalization and consolidution thronel ¥ bilion inomereer
and acquisitions. as companies songht i masimize competitive advantades, nergies and economies
el scale in kev explovation and production aredas, ALU continued i1s courter-evelical investmen

strategy to take advantage oi the upportunitios wonbbleowirhm s bosiness eovironment,

1995 MILESTONES

> AL conducted s most active exploraluoe and development drilling progran in the fas
ten vears o total of 235 net wells were deilled with an overall success rate of 34 pereen:,

™ Total B&P capilal expenditures, excluding aeguisitions, inereased In 7 percent ta S SS 6 il oy
= Proven reserve additions of 192 Befe veflected o produoetion enlaeement vate of TG jwsrernd
Probable reserves increased by 188 Befeo providing a Jong-1evin opportunite io inerease proven rese s
~ Anaggressive land acquisition strategy resulted in the prochase of G000 net deres i an average
cost of $45 per acre. These acquisitions, cotmbined with the disposition ol 230,000 qeres ol non-core

properties. brought vear-end undeveloped properties inwestern Canada to L3 million net aces.




DISCOVER AEC

Aggressive counter-cyclical

investment strategies |

Dominant E&P position
in focus areas

Steadily growing reserves
and production

Low operating costs
Extensive concentrated land base
Expleration excellence

Two-thirds of investment to gas

ALBERTA ENERGY COMPANY LTD.

> Nutural das production increased to a record 336 Melid. Due to the decling in gas prices,
AEC restricted 1995 natural gas sales to an average 320 MMefd, injecting the surplus production
into its storage facility.

> Both conventional and Synerude ¢il production were at record levels in 1995, Western Canadizn
conventional liquids production grew by 29 percent, mainly as a resull of successful drilling at Sufiield
and the impact of 1994 drilling at Ggston. Syncrude production net ta AEC inereased by 6 percent.
Total liguids production was 42,133 B/,

= Three-year {inding and development costs for the period 1993-95 were $0.53/Mefe on g proven
and probable reserve basis and S0.81/Mcle on o proven basis. The 1992-94 results were 50.52/Mefe

on a proven and probable basis and £0.68/Mcfe on a proven basis. Costs for 1995 were up due to

the Company's etforts to provide strategic positiening for future exploration through increzsed
expenrditures for land acquisition and pre-drilling exploration aclivities on deeper, larger targets.
The Company also deferred natural gas reserve development and reallocated capital to accelerate
growtlin oil production to capture higher oil net hacks.

> AEC continued to be a low-cost operator. Produced gas operating expenses were sustained at

80.27/Mel and conventicnal oil aperating expenses werce reduced to $3.47/bbl froin $3.87/bbl in 1994,

Conventional Exploration and Production Focus Areas

AEC and Conwest cach had the same key objectives in their exploration and production strategics.
These can be sumimarized as fellows:

> Dominate exploration. development and gas processing in focus areus

= Achieve solid growth in reserves and production

= Direct approxinately twoe-thirds of investment to natural gas projects

= Achieve full-evele cconomic profits

= Grow through exploration and selective reserve acquisiions

= Buoild extensive. concentrated land bases

> Maintain low operating costs

Being a dominant player in core focus areas is lundamental o competitive
atvantage. Focused, capable technical and operating feams, along with asscf dominance, are key
elements of the technical advantage that both AEC and Conwest used in building suceessful companics.
Extensive lund blecks, large and efficient production facilities, and high working interests allow a
company to minimize both its operating and general and administratwe costs and to control the timing
of reserves develepment in order fo maximize net backs and full-eycle economics. AEC and Conwest
are dominant plavers in their key exploration and production focus arcas.

The new AEC has an average working interest of 80 percent in its gas production
and 70 percent inits conventional il and NGLs production. The Company also operates approximately
85 pereent of its own preduction compared with an industry norm of €5 percent. The Company uses
a multi-disciplinary team approach which emphasizes technical exeellence. The new AEC has, ona
combined basis, one of the Targest, most concentrated land bases in the Canadian oil and gas business.

IL has over 4.7 million net aeres of which 2.0 million net acres are undeveloped exploration properties.



Finding and
Development Costs
Three-Year Average

$ithousand cubic feet of

gas equivalent (10:1)
proven and probable

91-93 82-84 9395

Dhvvegpenr o iy

e rl'r‘r‘.f‘fu,mm*l.‘l sl
veredi conepetitive. Costs
Seerettsed fo P9 s AR
psiedt o cogtercyelicol
vl erequeasisan steateey lo
prtasitioon itself Jor Jrtuee
qrertle i vploradion

ol develtgienl,

West Peace River Arch
The West Peace River Arch (WPRA) is the kev arey of overlap and complementuy operations
between ARC und Conwest it is d mualti-zone, Hauids-vich natural gas exploration and production
aica ARCS expertise Dad been focused principally o the Doig and Halfway trends, During 1995
AEC gas production in this region averaged SO ANMefd. up from 68 M3 efd m 1994 while oil and
NGLs peoduction grow to 2,466 B/ from 1300 870, Conwest has been the preeminent Mantiey
explover in the region sinee 1991 Conveest's pew Sexsmith sonr gas and liquids plant was completed
on budgel i October 1995 and is operating near design capacity, The Mordney, Tallway, Doig aned
other zones have further substantial exploration awd development potential. Conwests 1995 WPRA
production wveraged 44 MMeld of gas and L9400 B/D of il and NGLs. Year-end exit vates drow (o
130 A eld wnd 2518 B/D. Onca combined basis the new ARCS production Do e WEEA region fs
aitlicipated 1o be 290 MM efd and 12900 B/D in 1986

[t the Hyehe/SessiithiAalballa/Knopeih arvea

Finding and Development Costs

Sibarrel of o equuaient ob the WPRAL the postmerger exploration.

AEC Conveest . . i

Braver o105 9794 9595 | o production and seur gas processing assets of te
61 3.80 475 570 4,85 ew AEC make [ an imporiant plaver in the area,
10:1 6.10 6.80 8.15 7.05 The new G4 pereent-owned Sexsmith plant will
Proven and Probable . . . .

il - - - veach it eensed eapacity of 2000 MMeld by the
61 349 361 3.87 3.39
1071 542 517 530 507 second guarter ol 1996, ARC operates did owns

U percent of the 1 MAMefd Hythe sonr gas plant.

Lhe second Targest facilite i the area

Hythe/Sexsmith/Valhalla/Knopcik
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Hythe/Sexsmith
valhalla/Xnopdik

AEC Lands
Comwest Langds
Crerlap Lands

0 Wel

»as Well

AEC Ol Pools

{xgloration Locauems

BLC Gas Progucon Centre
AFC Ol Preducnion
Processing faclity
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ALBLRTA ENERGY COMPANY LTD.

The combined assets in this part of the WEEA are Tandholdings of T0.000 net
acres and proven and probable reserves of 850 Bel ol o and 30 MABLS of oil and NGLs These
assets on thelt ownowould qualify as o “senior” Canadian ofl and Zas company and will lead 1o
additional opportunities for growth aud rationalization.

I the Bigstone/Berland River area of the WPRA the Bigstone West gas plant,
owhich AEC has a 34 percent intervest. complered its tivst fudl vear of aperation. ARC production

i this areq averaged 23 Mlefd and 712 B/ in 1995,

East Peace River Arch
Thie East Peace River Arch is AEC's main conventional light oil area. Total 0il reserves assigned to
the area at vear-end 1995 were 15 MMBLS, Total 1995 production grew 1o an average 5561 B/ [rom
AOTT RAY In 1004

Sinee the Company™s major discovery af Ogston in 198940 five sialler pools have
been diseovered. AL vear-end 1995, 1otal proven and probable reserves assigned to the Ogston area
were 9.5 MMBLS. Production avervaged 2867 B/D last vear up from 1158 B/W in 1894, with operating
costs of S1A0/bLE Plans Tor 1996 include the drilling of two Granite Wash developiment wells and

sty exploratory wells along the trend.

Northwest Shallow Gas

This new shallow gas playis destined to he another core area for AEC. The Company has extensive
expertise in shallow gas development and production garnered during it twenty vears of successiul
eperations at Suffield ang Prinwese. The Stealih acquisition in 1999 established an AREC producetion
centre in the Bover arca. This has beeone an exploration and prodnciion hub. around which 409,004
gores were gegquired during 1995, This brings ARCTS total Tand position in the avead to LD intilion net
acres. about 30 pereent ol which s undevelopod property, More than G5 exploration and development
drilling locations have been identified. which will e pursued during 1996,

Dunving 198554 net suevessiul exploration and development wells were drilied.
Atotal ot 67 Bel of natural gas reserves was added threugh drilling and aequisitions. bringing tolal
proven and probable reserves in the Novtonwest Shallow Gas area ta 210 Bef. Restricted production

from Bover was 16 MMeld during 1995, with operating costs of 5046/ ¢f.

Dyston Narthwest Shallow Gas
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Primrose
Range

=

East Central Alberta

This ke praduction area has potential tor shallew, niahi zone Cretaceous reservoirs, VC nroven
and probuble natural gas resepves in the ared tolal 474 Bel. Total 1995 production lrom the area was
103 MMcefd compared with 95 MMcfd in 1994,

The Primrose Range in East Cempal Mberta is another of YEC Turge natoral
aas propertes. ARC copirels oil and gas access to this milltwy range and holds exelusive rights o an
additional 500,000 net acres on the Alberta portion of the Range which have not heen explored. Total
production from AECS Primrose Narth and Cavibou Lake natural gas plams averaged ST eld during
19495, comparable 1o the T9M Jevel ARC chose not to bring additional reserves onto production while
natural gas prices were weak during 19495, Operating costs were exceptionally low at SO16/6cf. During
1995, 200 miles ol seismic were shol. and T wells were drilled with 2 94 percent success rae.

The Primrose Runge also cartains, net to AEC, 21 billion barrels of heavy ail in
place. These huge resources are anand the highest guality of any nndeveloped ol sands and have
the potential to substantiallv increase the Compamt's tuture oil production levels, AEC is planning
a AT million pilot project to test Stedm asisted Gravity Drainage (SAGD) technology tor recovery
of Primirose heavy oil, 1f the pilot projeci is successful, the initial commercial prodoction phase of
L.000 B/D conld be on-stream in T9ITw it the polential to grow to 50000 BAD By Jare THYS,

At Frog Lake. u suceesslul 10owell drilling program resulted in 10 oil wells.
Production from this area. which wvevaged 385 B/D. is expected to triple in 1996 with the drilling

of 15 additional wells,

Primrose Range — SAGD Pilot Project

FOSTER CREEK
ol a» Steam Inje:

Wolf Lake & A Cold Lake

This pelof project will copsist of Lea poralied horizomlel wells, Sete andd Do cugecied ato e v pper borizontal
well sliele 0l cad condensed stecon il be prodeced covearreatly frone e Toceer el e project will test
fiee MeMurregy ol sapds formadion. wlich is of e groatest ek ness g Jiegheest ity co Y Fosfer el

tereed Of Hew Beraege eiveenor 330 e (00 peseces 008 Tlegid saintls zoeginin
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ALBERTA ENERGY COMPANY LID,

Suffield

Tlhis major lield reoutheast Alberta is AECS Jargest oib and gas producing property, Natural gas
produetion was 137 M3 efd during 1995, with operating costs of SE20Tcl During e sewr 3wells

were drijled for deeper gas, adding 4 Bel ol proven reserves,

Anactive drilling program to further exploit Suffield heavy ol resoirees was
conducted during 1995, A total o1 T8 wells wore drilled . resulting in G o wells, Through extensive
use of 3-D seranie wd horizoctal deilling, proven reserves of 628 MMBLS weee added. Tnaddition
142 MAMBLS of probable reserves were gdded which will he deseloped with additional deilling ang
Tacilities. Production from Sufteld meregsed to £998 B/D frome 38006 B/AD in 1994 witl operating costs
af $2.90/bbl. Over hall of 1995 production was [rom the South Jenner field. Major production inereases

ol QU BAD aind 315 BAD were wehieved ot Avew Cand Dieppe. respectively,

FUTURE DESTINATIONS — GROWTH OPPORTUNITIES AND STRATEGIES
The new ARC wiil condnet iis Lurgest-ever exploration program in 1996 Capitad neestment Tor
mventional western Canadian oil and gas will be abont s400 mithon Exploration spending

excluding aequisitions, will reach w vecord 215 million. as the Conpanis planning a 25 pereem
ineredse inexplovation deilling during 95, Developme nd spending will be sToa nnlln, wirh
65 percent directed to natural gas and 35 pereent directed wooil, Approximately LOOU sections of
explovation Jand are posted Tor e Dt il of TG AECS target Tor three-vear average linding
and developoent cosls, on o proven hasis, s SO ele o better, Produeed gis sales e expected
tocinerease 1 030 MMeld whiie western Canadian Hauids volhumes shonld grow to 53500 B/D.

Nalwrel gas development projects in 19896 will include additional drilling and
Heseat e Primrose North and Caribou Lake produetion Facilines in East Contral Aberta, as well
ol the Bover property in the Novibwest Shallow Gas area, Eapected to start up during thie second
fuaarter ol 199G are addaional compression factlities ar Prinrose Narth, In the Fast Peace River Areh
A gathering svstem and a 45 M eld gas plant at Joan (38 pevcent ARC) alsowill e aperaional in
the second gquarter, AL Sexsmirhe g 90 MMeRd sweet gas plant (80 pereem ARC) s being constriacted
adjucenl to e Sexsth plant, wineh will fnerease total capactty of the comples to 260 MM efd by
b thivd quarter of Y0 These gis projects are expected To add s reserves and production. with
benelits occorring in 199687

Oil developrent a Soliebd during 19865 wikl include the dnling ol 10 horizon) al
ane 26 vertical wells, the borizontal re-entey of another T7 well= and the completion of an oil batter,
[nthe Frog Lake heavy oil area of East Central Alberta. plans include the drlling of 16 directional

woellsowhile the SAGD Tieavy oif pilot project at Prinose will be prsued .
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Reserves Reconciliation
Western Canatla (before royafties)

thillion cubic feer)

Natural Gas

Canventional O and

Natural Gas Liguids

{million barrels)

Syncrude Argenting
{million barrels) (miffion barrels)

Proven  Probable Tota! Proven Prohable Proven Prow + Prob
1993
Balance at December 31, 1992 1.461 279 1,740 1679 84 253 186 -
Revisions of Established Pagls ] (1 - 0.7 {05) (1.2 - -
Discoveries and Extensions 73 12 85 49 08 5.7 - -
Acquisition of Reserves - Met 68 31 9¢ i 0.2 12 69 -
Production o 12n = {121 (3.3) - (3.3) {9 -
Balance at December 31, 1993 1,482 321 1,803 188 2 277 246 -
1994
Revisions of Established Poals 18 {4 4 3.5 2.5 6.0 33 -
Discoveries and Extensions 75 19 94 85 4.1 126 - -
Acquisition of Reserves - Net 13 33 iGo 11.0) 0.7 .7 - 43
Production ) {126) - {126) {3.8) - [3.8) {1m o.n
Balance at December 31, 1994 1,522 369 1,821 26.0 14.8 40.8 269 4.7
1995
Revisions of Established Paols n 8 (19) [0.3) (0.3} (0.6} 21 -
Discoveries and Extensions 932 45 138 8.5 156 241 - 0.1
Acquisition of Reserves - Net 26 1 27 (0.2} (0.3} {0.9) - 03
P_r_c_d_yc_tion - (117 - (N7 4.8) - {4.8} (10) (O._L’J)
Balance at December 31, 1995
AEC 1,517 a07 1,524 29.7 298 59.0 280 4.7
Conwes! 609 333 942 323 175 498 = -
Combined 2,126 740 2,866 61.5 47.3 108.8 280 4.2
Landholdings at Year-End 1995 Alperia Saskatchewarr Enigish Colurmbia western Cariadls Argenting
fthoossnd sores) Dev  Undev Dev  Undewv Dev  Undev Dev  Undev Dev  Undey
AEC i
Gross 3159 1,192 44 48 81 266 3,784 1506 5 452
et 2,599 1,046 1 26 38 235 2,638 1307 5 452
Conwest
Gross 340 854 o 13 22 189 368 1.056 - -
ilet 94 594 i " 8 125 103 730 - -
Combined |
Gross 3,499 2,046 50 61 103 455 ;. 3,652 2,562 5 452
Net 2,693 1,640 2 37 a6 360 | 2,741 2,037 5 452
Wells Drilled 1958 1934 P
(Western Canads) Gross et Gross Mot Gross far
Exploration .
Gas 19 19 14 i2 22 20
Qil 5 5 8 ] 13 11
Cased 4 4 7 7 3 3
~_ Dry and Abandoned 18 1 20 18 19 15
Total* 46 44 49 45 57 49
_ Success Rate {percent) 6l 62 59 60 67 £9
Operaled a5 43 a6 44 49 46
__ Non-Operated [ i 3 I g 3
Development
Gas 1i0 100 55 50 39 38
Oil 76 66 38 22 31 8
Cased & 4 9 7 [ i
Dry and Abandoned 27 21 19 14 5 7
Total* 219 191 121 93 76 59
Success Rate {percent) B B 88 89 85 35 EE 97
Operated 200 187 23 89 53 55
Non-Cperated 9 4 - 4 18 4
Depth
Shallow (less than 2,000 feet) 122 117 30 37 19 19
Medium (2,000-9,000 feet) 138 114 124 94 112 87
Deep (more than 9,000 feet) 5 4 7 7 2 2

“Does not include farm-out wells
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DISCOVER AEC

Working interest of 13.75 percent
plus gross overriding royalty

High-quality, light sweet
crude oil product

Proven reserve life of 28 years
Growing production levels

Decreasing unit ¢osts

ALBERTA ENERGY COMPANY LTD

Syncerude

1995 MILESTONES

Synerude recorded its sivth conseculive sear ol vecord produetion while continuing o deerease unit
operating costs, Major wilestones included the ollowing:

= ARCS 1375 peveent share of 1995 production averaged 27823 B/DL o (5 percent inerease tiey
the 1994 level.

= Concurrent with production inercases, o decrease in unil eperating costs of S1.28/bb] was
aciieved. The $13.70/bb1 unit cost swrpassed Syneeude’s doal by ahmost SLOODLL Productivity
increased to approximately 15,000 barrels of produetion per worker comypared with 14.000 bairels
in 1994, Implementation ol new lechnology and an Innovative program inswhich workers benefit from
cost savings was instrimental in lowering operating coses,

= Svierude acguived an additioral ofl sands Tease which is estimated Lo contain 3 billion barels
al recoverable bitnmen.

= The Provinee of Alberta introduced a new generic rovalty regime tor ofl sands development,
which recodnizes the risk tiken by oil suuds developers. The new regime is expectod to be incorporated

in Synerude’s rovalty svstemoin the near furore,

FUTURE DESTINATIONS — GROWTH OPPGRTUNITIES AND STRATEGIES
Another year of strong operating performance is expected duiing 1996, ARCs share of producrion

is estimated (o he 27,900 B/D. while anit costs are targeted o decrease by SOOI To S13.25/bb)

Growing Syncrude
Production

theusand barreds ger day

118
6.3

91 92 93 95 95
Syrcrude has sel production
records for sic consecultive
years.

Improving Syncrude
Productivity

dollars per barrel - unit cost

16.48
15.39 1529 14.99

1370

| 91 82 93 94 95

I Productivity has continued
(o increase as evidenced
by decrensing wunil cosls
concurrent will groweing

production volimes.



Marketing

1995 MILESTONES

= Canadian natural gas prices el dramatically during 1995, AECS produced gas price averaged
SLAUAIMBTU compared with SLSS/AMBTE chiving 19940 Approsimatels 17 pereent of ARCS 1445
prochiection was Psed at an av erage price ol SEYOA el and 46 pereent was linked to prrces o the
euslert S whivh <trengthened Tute 1o vea

DISCOVER AEC > Porehased gas transactions inereased frone D10 MM et to 308 MAeld i 1995,

Industry leadership in nevs = The averade price received Tor MO eridr il and NC s irereased Tram 320640001 1o ~22.47/bbl

marketing services > ARC secioed TN M Meld of Tong-term pipeline capacitv on the Pacilie Gas Transmission system
Optimizing oil and gas and 40 MMt oncthe proposed Nesthern Bovier aod Notural Gas Pipeline expansions. AU s an
assets through marketing, addihonal 2 ANefd of diect T vansportation to US. markets, I total, SEC s aecess 1o 470 e

storage and tradin ) . ) _ . L . . )
g g of ex-Alberta transportation which represeats 55 percent ol its 1996 field capability of 550 M eid

Groviing direct market access ~ A gew pipeline egnalization formula was negotiated for Surffeld ey ol prodoeiion, which

thraugh transportation capacity . ) B B
imereazed the price an 000 B/ by s2.05/bhl,
> AEC moved the pont of sule on 2000 BAD of hight. sweet conventional crude downsiveqn Teom
the field to Edmonton. resulitng ina prics inerease of 0.17/bb] on that production.
= A new progranm for ol swaps resulted inapproxinuiely aU pereent of anticipated pre merso

19406 o)) prochucricn beind hedged at g price of s23.51bb)

FUTURE DESTINATIONS — GROWTH OPPORTUNITIES AND STRATEGIES
VEC T i a posibion ta reaet qrickl to inerease production when natupdl gas mavkets inprove.
The natural gas stovage facihtv will continte to pyovide considerable flexibility in managing AR,
natural gas production. ARCS combined tield production and storage withdvawals could mverage
well geer 590 MM eld b TG should gas prices warrant this Tesel Toaddition i gos developimeni
projeciswere reactivated . ARC conld quiek v bring neld capatalite ap by oo MM el

A0 Tras Jodaed (e Nontheen Area Transportation Study (SATS T which will
evaluate the Teasibilite ol @ new gas pipeline that would provide wdditonal divect weeesson U5,

ntarkets forwestern Catadian natural gis.

1996 Produced Gas Sales

Qercant
Marketing Pricing
Canadian
Aggregator Reference -
39 12 Fixed

59
Direct U.S. Reference

S il ea (o tnr peitse Se (ot of il vcsdd gos s ek s
dhoeefly. Alvas! 00 perces? of ART gees sales o boased o fovgloy

P8 roference prres

1%



DISCOVER AEC

Cantroi of large, cantiguous

blocks of exploratiou lands

Excellent lease tenure and tax

and royalty regimes
Growing reserves and production

Producing properties with
enhanced recovery patential

Argentina

ALBERTA ENLRGY CONMPANY LTD

Argentina

1995 MILESTONES

Diring the past vearn AEC invested 316 million 1o acauire properties and pursiue exploration ana
dexelopment opportunities in the high-potential. largelv undeveioped Nénguen Buasiti of Ardenting.
= A L00 percent interest in the 79.400-acre Anticlinal Campamento property was purchased, which
ardded 2300000 barrels 1o AECs reserves, This brings AEC™S total Argentine oil and gas rights under
lease 10 436,780 acres, A 28-square-mile, high-resolution 3-0 selsimte prodrion was shot over the fieid
in preparation for an enhanced recovery pilot test duaring 1996

> Seismic programs were conducted on the Covunco. Puesto Prado. and Estancia Vieja properties.
The high-gquality data positions AEC to select drilling locations by 1996,

> Asuccessful development well was drilled on the Bstancia Vieja property,

= Total Avdentine produetion averaged L 09G B/ compared with 260 B/D during 1994,

reflecting a full vear of production in 1995,

FUTURE DESTINATIONS ~ GROWTH OPPORTUNITIES AND STRATEGIES
Argentina is characterized by geological lormations stmilar to those of the Western Canadian Sedi-
mentary Basin. Diue 1o lack of capital, however, Argentine exploration and production lags behind
North America by 20 to 30 vewrs. This provides many expiovation opportanities for use ol 3-1) seisnic
anc other teclimology sueh as horizontal drilling that have been very successful Inwesterny Capada
Ipio 10 percent of AECTs total 1996 exploration wid production capital will be
invested in Argentina. Specific goals include the doubling of oil productivi 1o 2500 B/D by vear-end.
Siv development and three exploration wells are planned. with a goal of increasing proven and
probable reserves by 4 millien barrels on a boe hasis. Initiatives will be 1aken 1o decrease deilling
eosts by 25 pereent and to reduce operating costs (o less than $5/bbl Acquisitions and tarm-ins that

involve long-term leases and beneficial rovalty and tax arrangements will be pursued



(S([/)}()/@[Z?G/?/d/ INFORMATION — EXPLORATION AND PRODUCTION

({noudiled)

CONSOLIDATED STATEMENT OF EARNINGS

Gas and NGLs Conventional Oif Syncrude Marketing

{8 miflions) Year ended Decemnber 31 1995 1994 1893 1995 1994 1953 1595 1964 1993 7995 1984 1983
Revenue S172.9 $2476 52312 $ 866 S 612 5 462 $246.7 52141 S1746 | $129.8 S 835 ¢ 478
Royalties 17.9 334 30.7 14.7 89 59 307 28 51 | ~ T
Net Revenue 155.0  2i4.2 2005 79 52.3 403 216.0 043 1695 1298 835 4738
Operating cosls 321 34.5 294 147 13.2 119 139.1 1422 126.9 39 2.0 1.6
Cost of gas purchased - - - - - - - - 126.9 830 354
Operating G&A 17.5 218 182 5.3 5% o - - - 2.3 1.9 WI 9
Opcrating Cash Flow 1054 1578 1529 | 519 336 234 76.9 621 12,6 (3.3 (34) 89
Depreciation, depletion

and amortization 92.6 95.4 833 19.2 14.7 12.0 17.3 15.9 e - -
Operating Income 12.8 62.4 B4.6 32.7 g9 i.4 59.6 46.2 286 (3.3) (34) 2.9
Equity earnings - - 32 - - = - - e
Divisional Income $ 128 ¢ 624 § 678 $ 327 5189 S 114 $59.6 S 462 § 280 S (3.3)¢ (34)5 89

Interpational Other Total

(S mitiions) 1995 1994 1993 1995 1894 7993 1995 1894 1993
Revenue S 76 & 1.7 % s - 5 147 5 - $643.6 $622.8 $499.8
Royalties 0.2 = - - - 635 521 417
Net Revenue 7.4 17 - 14.7 - 580.1 5707 4581
Operating costs 4.4 0.7 - - - 194.2 1926 1698
Cost of gas purchased - - - - - 126.9 830 354
Operating G&A 3.? ,1_2 - - - 288 305 251
Operating Cash Flow {0.7) 02 - 14.7 - 230.2 2646 2278
Depreciation, depletion

and amortization 2.5 . - - 131.6 1267 1143
Operating Income {3.2) {0.9} - 147 - 986 1379 1135
Equity earnings - - - - - .= - 32
Divisional Income $ {(3.2) 5 (09 % $ - a7 5 - 986 1379 167
Carporate GEA 146 163 128
Corpurate DD&A 2.3 5.8 1.8
Interest and foreign exchange 9.7 351 4.7
Income taxes 344 322 3658

Net Earnings - Exploration and Production

$376 % 485 S 608

Earnings per Common Share

Rasic

S 0505 065 5 0.8

Fully diluted

5048 5 064 § 081

18



CS(!/)/)/G?/)?Q[?/G/ INFORMATION — EXPLORATION AND PRODUCTION

(' nanditerd )

CONSOLIDATED BALANCE SHEET

ALEERTA ENERGY COMPANY LTD.

(S rmiftions) As at December 31 71995 1994
Assets
Current assets S 1942 1543
Capital assets 1,594.7 14891
Investments and cther assets 7.2 13.7
$ 1,796.1 1,657.1
Liabilities
Current liabilities S 1795 155.3
Long-term debt 153.5 2328
Other liabilities 454 433
Deferred income taxes 3904 3586
768.8 790.0
Capital employed 1,027.3 867.1
51,7961 1,657.1
note  Includes alfocation of corporare assets and Sabifities
CONSOLIDATED STATEMENT OF OPERATING, INVESTING AND FINANCING ACTIVITIES
% millicns) Year ended December 31 1995 1994 1993
Operating Activities i !
Net earnings $ 378 S 48.5 60.8
Depreciation, depletion and amostization 133.9 132.5 1161
Deferred income taxes 21.0 5.0 5.2
Other - 33 17.1 5:5
Cash Flow from Operations - Exploration and Production $ 1958 5 2031 | 1876
Investing Activities
Capital investment S (239.9) & (2835 {183.7)
Proceeds on disposal of assets and investments 4.3 73.9 609
$ (235.6) S (209.6) | (122.8)
Financing Activity !
et repayment of tong-term debt $  {79.3) < {i1.7) " {59 7

Note: Inclucles corporate alfocations
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(SU/O/O/GZZ)Q!?/G/ INFORMATION - EXPLORATION AND PRODUCTION

{Unetieddited )

1995 1994 18993 1992 1991

OPERATING STATISTICS Year Q4 03 Q2 o1
SALES
Produced Gas tmillizn cubic feel per day) 320 367 241 305 367 345 332 300 273
0il and Natural Gas Liquids (barrels per day)
Western Canada
Synerude 27,823 29180 29,554 29177 23,297 26,282 22,118 17,870 16,510
Conventional 11,549 14,021 11,002 10,808 10,331 9267 7,939 6,886 5418
[\!aIL_JrQI_gas liquids _ B 1,691 1,839 1,806 1,733 1,379 1011 %4 1'09.3, 1,051
Total Canada 41,063 45.040 42,362 41,718 35,007 36,5600 31,041 25,759 22980
Argentina . o 1,090  10i9 1,050 1,157 1135 | 260 - - =
Total 42,153 46,059 43,412 42,875 36,142 36,820 31,041 25,759 22,980
PER-UNIT RESULTS (Westein Canada)
Preduced Gas (3 per thousand cubic feet)
Price 1.40 1.50 112 1.25 165 1.88 1.75 137 1.35
Royalties 0.13 o 012 014 0.6 0.25 024 0.15 0.14
Operating costs i 0.27 0.27 0.5 033 0.26 0.27 024 0.25 0.23
Net back 1.00 1.12 08?2 0.78 1.23 1.36 1217 0.97 0.98
Conventional 0il (S pel bairel)
Price 20,54 1947 19.60 22.58 2089 18.00 15.93 i0.88 15.73
Royalties 348 313 33 4.27 332 2.63 201 253 213
Operating costs o 347 _Aan 3.26 3.63 264 3.87 406 360 5.20
Iet back 13.59 12.23 13.01 14.68 14.93 11.59 9.86 10.75 7.80
Natural Gas Liquids (5 per harrel)
Price 15.74 16.64 14.63 16.27 15.31 15.0% 1541 14.79 14 52
Royalties - 5.25 £.54 5.21 478 417 | 398 4.04 412 3.94
Net back 10.49 16,10 9.42 i1.49 11.14 11.07 11.67 1067 10.58
Syncrude (5 per barrel)
Price, net of tariff 23.69 2257 23.08 2505 24.19 2170 2097 .79 2267
Gross overriding royalty 0.60 0.13 0.64 (.88 0.81 0.56 0.86 1.37 1.44
Sulphur and other revenue - - - - - - {0.19) (0.04) 0.17
Royalties 3.02 3.75 306 i .81 i.03 0.64 - -
Cash operating costs B 1370 12.65 11.89 11.88 19.68 14.99 15.20 1539 16.48
Net back 1.57 6.30 8.77 1083 3.51 6.30 5.80 873 7.80

Forecast 1996 1995 1994 1993 1992 1991
GAS PRODUCTION BY AREA {million cubic feel per day) \
Suffield 140 157 169 178 189 200
Wesl Peace River Arch 290 80 68 56 46 38
tast Central Albentg 100 103 95 58 40 37
Northwest Shallow Gas - B 20 16 91 5 3 | 3
Total field capability 550 . 356 341 297 278 278
Storage (injection) withdrawal (20) (36} i 14| 22 {s)
Native gas from storage B = - 11 2 - -
Total produced gas sales 530 320 345 | 332 300 27N
PRODUCED GAS SALES BY CONTRACT tmillion cutis feet per dayy
TransCanada Gas Services 100 11 146 168 178 158
Pan-Alberta Gas 45 31 38 28 44 37
ProGas 55 22 11 b 7 6
Long-term direc 105 90 72 43 19 12
Other B ) 225 66 18 71 52 53
Total 530 320 245 337 300 273
PURCHASED GAS TRANSACTIONS (milicn cubic leet per day) 330 308 110 51 77 46
OIL AND NGL PRODUCTION BY AREA (b:reh: pai day)
Western Canada
Syncrude 27,900 27,823 26,282 22,118 17,870 16,510
Suffield 5,600 4,998 3,800 4,186 4,036 3,062
East Peace River Arch 5,800 5,361 3,017 2,362 1,700 1,591
West Peace River Arch 12,900 2,466 1,800 1,701 1,827 1,591
East Central Alberta 1,300 392 477 372 - -
Other . - 23 278 302 376 27
Subtotal 53,500 41,063 36,560 31,041 25,759 | 22,980
Argentina _ ) 2500 | 1090 | 260 - o B
Total 56,000 42,153 36,820 31,041 25,759 22,980
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ALBERTA ENERGY COMPANY LTD.

CSupp/cemen/a[ INFORMATION — EXPLORATION AND PRODUCTION

if ’:‘/H/Hﬁ'.‘l’{'(f_j

OPERATING STATISTICS 1995 1994 1993 1992 1991
UNDEVELOPED ACREAGE (housand acre) 5 | 1
Western Canada ' ! |
AEC - Gross 1,506 1,420 | 1,254 1 1,485 | 1,827
- Net 1,307 376 967 1,071 | 1,272
Conwyest — Gross 1,056 995 960 970 . 958
— et 730 637 540 550 - 568
Combined Total :
Gross 2,562 2,215 2214 | 2,455 2,185
Net 2,037 1613 - 1,507 | 1621 1,840
Argentina |
Gross 452 376 282 | - -
Net L . o o 452 | 3% - 282 | B - -
RESERVES |[Lefore royalties) 1995 1994 1993 1992 1991
Gas ibillion cubic feet) |
AEC - Proven 1,517 1,522 1,482 1,461 1,485
_ —Probable o o 407 389 321 79| 254
AEC Total 1,924 1,891 1,803 1,740 | 1,739
Conwest Total — Proven & Probable 942 704 519 415 ) 284
Combined Total 2,866 2,595 2322 2,155 2,023
Conventional Oil and Natural Gas Liquids (million barrels)
AEC — Proven 29.2 26.0 188 6.9 14.2
— Probable e 29.8 48 | 89 | 84 82
AEC Total 59.0 40.8 277 | 25.3 224
Conwest Total — Proven & Probable B ) 49.8 476 362 | 3d5 280
Combined Total 108.8 ' 88.4 639 59.8 504
Syncrude [millica barrels) 280 269 248 186 193
Argentina Oil (millian banels) 4.2 l 4.2 - ! - -

FINDING AND DEVELOPMENT COST CALCULATIDN

[Western Carada) 1295 1994 1993 1992 1991
Conventional 0il and Gas Investment (¢ millions)

Exploration (gross) 82.7 £6.1 | 538 229 45.5
Development 97.3 | 101.7 56.8 25.1 415
Maintenance 27 33 12.1 8.7 2.4
Acquisitions - 94 ob.3 17.6 1.1 3.2
Total finding and development costs 1921 1 2374 1403 67.8 98.6
Less incentives - - - gl e ©38)
Net conventional oil and gas capital investment N 1921 237.4 140.3 . 67.8 o 97.8
Proven Reserves Added

Gas (billion cubic feet)

Discoveries and extensions 93.1 75.1 721 23.0 639
Revisions {(6.5) 17.5 i.0 35.0 1137
Acquisitions _ o 303 95.1 67.9 | 390 9.5
Total 116.9 ~ 187.7 142.0 ] 97.1 187.1
Conventional 0il and Natural Gas Liquids (million barrels)

Discoveries and extensions 8.5 8.5 4.9 23 1.0
Revisions {0.3) 35 (0.7 2.2 (4.6)
Acquisitions . ) - 0.1 1.0 1.1 0.1
Total 82 | 121 5.2 5.6 (3.5)
Total Reserve Additions 10:1 ‘

(billion cubic feet of gas equivalent) 1989 ¢ 308.7 194.0 153.1 1521
Finding and Development Costs

1§ per thousand cubic feet equivalenty  — 10:1 0.97 0.77 0.72 0.44 0.65
L o - &l B 116 0.91 0.81 0.52 | _ 0.59
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Sleaching NEW MARKETS

TRANSPORTATION, STORAGE AND PROCESSING
AEC's pipelines, natural gas storage and gas processing investinents add value to its Exploration
and Production business. These investments provide a stable source of cash [low as well as many

opportunitios for growth,

Pipelines

1995 MILESTONES

Northeast Alberta

0il production from this area continued (o grow during 1995, as reflected by the record Guoughput
on hoth ol the Company’s whollv owned pipelines in the region.

™ Throughpul on the Alberta 0il Sands Pipeline {AOSPL) svstem averaged 202400 B/ during
1995 AEC responded to (he growing levels of Synerude production by miliating the first phase of
wni AOSPL expansion whiel will increase capacity to 230,000 B/D from 215,000 BAY by March 1996, As
woll a major proactive progranmi Lo ensure pipeline integrity and reliability contitiued during the veay.,
= Heavy oil volumes transported via the Cold Lake Oil Pipeline (CLPL) system averaged 141,500 13/
Arexpansion of the CLPL system. from its existing capacity of 215,000 B/D to a peak capacity of

236,000 B/D . is expected to be completed by early 1997

Express Pipeline
While the production capabitities of Cunadian crude ol producers are incicasing, U.S. oil prodociion
is declining. The proposed Express Pipeline will provide new markets for westein Canadian oil in the

U5, Recky Mountain states and [llinois.
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Express Pipeline Project

ALBERTA

Hardisty

-
Calgary

Express
Pipeline

DISCOVER AEC

Entrepreneurial,

non-utility investments

Stable source of cash flow

and earnings

Largest intra-Alberta ofl
pipeline operator

ALBERTA ENERGY COMPANY LTD

This project. in which ARC is a 3 percent participant. Is uniyue among ol
pipelines because of its long-term. contractual arrangements [or assuved pipeline capacity, By
mid-December 1993, following an Open Season process. conuitmernts fron sppers, including ARC,
totaled about 83 percent (145000 B/} of davailable Express Pipeline capacity. The majority of
commitments were for a 15-vear contract pesioe.

The Can 3330 million pipeline swill run 785 piiles from Hardisiv, Alherta 1o Casper.
Wyoming. AL Casper it will connect with the Platte Pipe Line, which the Express Pipeline partners
have contracted o purchase nothe first guarter of 1996 Through Platte a ponion of the ol shipped
vig Express will he delivered from Casper tooa refining centre at Wood River, [linois. The sysiem
will barel transport several tpes of crude ol ranging from Tighter svuthetic oil 1o heavier
bitumen blends,

Ajomt National Energy Board/Canadian Environmental Assessment Agency
hearing regarding the Canadian portion of the pipeline began in Janvaey 1996, 5 public review o
Hie U5 partio of the project also 1s under way,

Assunung receipt of regulatory approvals durimg the second gqnarter. constrietion

of the Express Pipeline could be completed by Tate 1996,

Vanccouver Island Natural Gas Pipeline
Atyear-end AEC sold its 50 percent imterest in Pacific Coast Energs Corporation. whicli owns the

natural gas pipeline 1o Vincow er Island.

FUTURE DESTINATIONS — GROWTH OPPORTUNITIES AND STRATEGIES

AEC wilt continue to seek opportunities to increase its pipedines investments through geanisition
or expansion of existing pipelines oy the constructon of new pipelines, AEC is participating in the
National Task Foree on Ol Sands Development and, as the major o1l pipeiiner in northeast Alberta,
s well positioned to expand service to producers in this region. The second phase ol the AQSPL
expansion. o a capacity of 240000 B0 will be completed by yvear-end 1996, Fxpansion of the CLPL

svstentwill meet the anticipated 1997 needs of Cold Lake wrea producers,

Pipeline Rate Base Summary

Unaudjted AEC Rate Base Drasional Income

$ millions) Interest 1895 294 1993 1892 1990 925 1994 1993 1992 139i

Alberta Ol Sands Pipeline  100% | 1 69 57 63 S4 66 46 90 104

Cold Lake Pipeline 100% | 206 206 205 205 203 353 363 337 369 367
Dther (06) 4.7 48 43 5.7
Total 401 476 431 502 528

Pipeline Throughput

fall hquids pipelines;

{mithon barrels) Rl P99 (gay o jeos g

1%6 189 183 175 071
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DISCOVER AEC

Dominant Canadian gas
storage and market centre

Grawing North American
position in gas hub services
and trading

Low-cost operatar
Hub-to-hub services

State-of-the-art electronic
infarmation systerns

Building Suffield
Gas Storage Capacity

myflion cubic feet per day
injectionfwithdrawal capacity

2,300

1.060
180
.
92 93 94 95 Potential

M continues to eepand

b storage foeility o weel |

e aprtnn et ddewsied for |

storeaqe aod other

patreleet s services

Natural Gas Storage

1995 MILESTONES

= Capacity of the Company's AECO C HUB™ storage facility at Suflield was inereased 1o 1.8 Befd
of design injection/withdrawal capacity and 85 Bel of storage capacity,

= A magjor initiatve inestablishing ARC's integral position in Nerth American natural gas huly
servicrs and trading was the impleruentation of an innevative HUB-To-1TUB 7 serviee between ARC
and Union Gas of Ontarie. The service provides producers, aggregators, marketers. utilities and
industrial users with “svnthetic™ fient transportation between two major Cauvadian trauing and
transaction poinls — the ARCO C storage Facility in southeastern Alberta ane the Unien huby at the
Daven storage Lacility south of Sernia, Ontario.

= AECO-LINK ™ the electronic connection between AECO O and its customers. wis integrated
with the NG Highway sestem, @ North American pipeline nomination netwoik. Customers can now

communicate with the AEGO-LINK ™ system through N,

FUTURE DESTINATIONS — GROWTH OPPORTUNITIES AND STRATEGIES

The outlook is for increased (inancial contributions from gas storage during 1996 because the 1945

expansion will be operational for the full vear and gas markets are expecled to tighten during 1996,
The Company will continue to pursue gus storage and trading opportunitios in

North America that leverage ARC leadership role in bl and hub-to-hub services. AEC is preparei

Lo expaml capacity of the AECO C storage facibiv to meet market demand for storage and other

Lhird-party services.

Natural (as Processing

AEC has @ 45 percent joint ventuie interest in g new lquids extraetion plant under constriclion
at Kmpress, Aiberta. The plant witl have the capacily to process 10 Befd of natural gas, with initial
enphasis onrecovery of propane and heavier hydrocarbons, Stavt-up of the plant. in which AEC
investmaent is $35 million, is expected in the third quacter of 1996,

AEC also owns one-half ol Pan-Alberta Resources Ine. (PARDL which holds
a al pereent interest in the Empress 1 natural gas liquids extraction plant. This Tacility operales

ona cost-ol-serviee basis and receives a share of nel profits from the sale of Tiquids.

24



ALBERTA EHERGY CORPFANY LTD.

QS(I/O/O/GIDQH/G/ INFORMATION — TRANSPORTATION, STORAGE AND PROCESSING

{(F wreeeeivted )

CONSOLIDATED STATEMENT OF EARNINGS

Natural Gas Pracessing

Pipelines Gas Storage and lnvestment Total

(S militons) Year ended December 31 7995 1994 1993 1995 1594 1993 1595 15994 1993 1995 1994 1993
Revenue $81.4 5813 $823 $189 52355 72 $494 5619 §52.1  $149.7 5166751416
Operating costs 216 190 180 38 39 08 358 523 419 61.2 75.2 607
Operating G&A (62 41 80 | 43 ©o7 03 , - - - 105 48 93
Operating Cash Flow 536 582 553 108 189 6.1 136 96 102 78.0 g86.7 716
Depreciation, depletion
_and amortization 13.2 135 150 61 41 09 18 17 w7 o211 193 176
Operating Income 404 447 403 47 148 5.2 11.8 7.9 85 56.9 7.4 540
Equity earnings {03 2% 28 - - - |35 34 42 1 32 60 70
Divisional Income $401 S$4/6 §431 5§ 4757485 52 5153 $11.0 %127 . 601 734 610
Corporate G&A 5.2 2.3 4.8
Carporate DD&A 0.3 0.4 0.6
Interest and foreign exchange 201 13.6 8.1
Income taxes 153 234 19.1
Net Earnings - Transportation, Storage and Processing S 187§ 337§ 284
Earnings per Common Share :

Basic $ 0255 0465 038

Fully diluted $ 024 § 0455 Q.37

CONSOLIDATED BALANCE SHEET

($ mufiions) As at December 3} 1995 1994
Assets
Current assels S 319 § 293
Capital assets 3430 3334
investments and other assats o 47.5 - 6?;0_”__|
$422.4 § 429.7
Liabilities
Current liabilines S 237 5 298
Long-term debt 2309 2296
Other liabilities 16 | 1.3
Deferred incame taxes . 335 | o Ad
289.7 302.1
Capital employed 1327 } 127.6
$4224 S 4297

Note' Includes allocatton of corporate assets and liabilities

CONSOLIDATED STATEMENT OF OPERATING, INVESTING AND FINANCING ACTIVITIES

t$ millions) Year ended Docomber 31 1595 1994 1993

QOperating Activities
Met earnings S 187 s 337 S 284
Depreciation, depletion and amortization 219 197 18.2
Deferred income taxes 3.2 20 (0.1
Other o 6.6 16 | o 1.9

Cash Flow from Operations — Transportation, Storage

and Processing S 504 S 570 § 484

Investing Activities
Capital investment S (31.1) S (56.3) S (68.3)
Proceeds on disposal of asseis ard investments 151 0.7 03
S (16.0) S (95.8) . S (68.0)

Financing Activity .
wet issue of long-term debt S 13 5 260 S 267

Nate fncludes corporate alfocations
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/77&12(19@/22@/2/ DISCUSSION AND ANALYSIS

1995 Exploration
and Production
Net Revenue by 5egment

mitions of doilars

Syncrude
216

Conventionar Oil
72

130
Purchased Gas

155
7 Produced
International Gas

The Management Discussion and Snaivais on pages 26 through to 32 s te he veand inconjinetion witho the
Andited Conselidated Financial Statements.,

YR sl are reported o v segments which inelude an appropriate allocation of Corporate cosls
Exploration and Produetion is comprised of the Cotpany’s dowestic and internatjonal oil and natural gas
exploration, produetion and warketing operations, Transportation. Storage and Processing inehudes the
pipeline, natural gas storage and gas processing operalions and a Svoerude electical utility iivesiment,

194953 was a year of significant change for AEC. The process of rationalizing the Cempany™ businesses 1o
focus an Gil and Gas culminated with the sale of its Forest Produets Division on August 25, 1985 Resulis from
Parest Products operations up to the point of sale and the gain on disposal have been shawn as Discontinued
Operations and are described in Nate 4 of the Consolidated Finaneial Statements

AR strong balanee sheet has allowed it toadopt a connter-eyefical growth strategy te make significai
investments during a time of industey retrenchment. Drdamgare 1996, (he Company acquired Conwest
Fruploration Company Limited. o ol and gas exploration and production company, s deseribel o Noie 15

of thie Consolidated Financial Statemoents.

RESULTS OI' OPERATIONS

Ixploration and Production
1995 COMPARED WITH 1994
Revenues, net of rovalties, inereased 2 pereent (o S580. 1 million, The accompanving table shows The details

of this change by producet

Oil and Natural Gas Revenue Change Rayattion
Sm Price pluee and Other Test
Natural gas (59.5) (17 4 177 (59.2)
Oil - Conventional 103 15,1 {5.8) 19.6
- Syncrude 197 12.2 (20.2) 1.7
~ International 05 54 0.2 5.7
Purchased gas sales (104.0) 150.3 - 463
Other” - - (14.7) (4.7
Total (133.0) £5.6 (232 9.4

© Ciam o0 sale of investments

Natural gas prices deelined to STADAIMETU from SLES/AMMBTLU inthe prior sear which rellected the
continuing surpius of natural gas in western Canada that resulls from downstrean transportalion
restrictions, Prices strengthened nthe foneth gt ter 1o average SLOOAIMBTU as o vesult of the winte
leating season demand. The average price includes the impact of arbitration settlements coneluded
1994 and 1995, Approximatelv 60 percent of the volumes avaiable for sale in 1993 were linked to 1.8
prices. A gas price swap program wias ostablished in 1995 and at December 31, 1995, 142 M eld was

contracted at an average price of S1.62 per Mef for varions periods. all of whiel end 100 1896,

26
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Natural gas produetion volumes sold were 320 MMefd, down frone 345 MMeld in 1994, s the Cotngrany
cleeted o bnventory volwes in anticipation of higher prices, Production volumes mereased len 340 M eld
e T to 306 Mdeld in 1965, The excess ol production over sales was injected inlo storige. A vearend 1995,
produced gas inventory in storage was 15 Befl up Trom 2 Bel'in 1994

Oil prices improved for both conventional and Synerude aperations. Cowventional ol priees rose 14 pereent
1o S20.54/00] (1994 = $18.09/bb1). Synerude prices improved Drom $21.76/6b1 (o $23.69/bL1 In 1995, an
impreviment of 9 percent. Prices. net of rovalties, for Argentinean oil averaged SI8Z8D0L up 3 percent From
the 1994 average of S1T42M01 These increases parallel a year-overvear inerease in the West Texas
Intermediate (WTY average o LLS. SIS AGALE from LS. SIT1WBDE with only & small variawtion in exchinge
vates. At December 3101985, the Comnpany had 22.000 B/ of 1996 sales subijeet to fixed price agreements
averaging 52351001

AL February 5. 1996 the unrealized settlement asset related to the Company’s ol and natural gas price
swaps was L3 million ecompared to an wirealized seltlement Hability of $11.0 miliion at December 310 1945,

Canadian conventional oil and natural gas liquish volumes vose (o 13,290 BAD, an inerease of 289 peveent
from 1994 primarily as o result of exploration and development activity in the East Peace River el and
Suffiekd areas. Synerude’s volumes inereased 4 pereent o a pecord 27823 B/D vellecting higher facilits
thronghputs. International volumes incroased Lo 1O90 B/Y (L9 - 260 B/D ) as a result of the firs full vear
of production from the Estaneia Vieja property, acquired in the foarth quarter of 1894, and the acquisition
ol the Anticlinal Campamento property in 19935,

Product Unit Net Back Nalurat Gas Conventianal Oif Syncruge

(% per Unit) ) fhict) i bbl) (obl)

) 1995 1994 | 19ss  quad | 1995 rg04
Revenue 1.40 .88 20.54 1809 | 23.69 2175
Gross gverriding rovalty - - - - 0.60 0.56
Royalties 0.13 0.25 3.48 263 3.02 1.03
Operating cosls _ 0.27 027 | 347 387 13.70 14.99
Net back 1.00 136 | 13.59 159 | 757 630

Natural gas mnil net backs declined 26 percent due to lower prices. Conventienal eil net backs inereased
by U7 pereent as @ result of higher prices and lower costs which were partially ofiset by an inerease in
rovaltivs. Oil operating costs per unit declined due ta improved operating efficieney and higher production
valumes. Synerude ail net baeks inereased 20 percent for the swme ressons as conventional oil net backs
While rovalty rates generally track changes tn prices. the inereasing prolitability of the Company's o1l sands
investment atiracted a signiticantly higher rovalis, Tmproved prodoctivisy and operating cost efficiencs
hielped to cushion the impact.

Purchased gis sales rose 1o 308 MMefd from a2 1994 total of 110 MMeld as a resull of inereased trading
AcUiVIty W capture profits from price volatility in the shorl-term marcket. At December 310 1995, the Company
had contracts in place to purchase 63 Bel of gas over a tnee-vear period. Contracts also were in place to deliver
GG Bef. They will be supplied from gas (o be acquired and gas held ininventory, SUyear-end, purchased gas
held in mventory amounted o 3 Bell
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1994 Expforation
and Production
Net Revenue by Segment

milhons of dolfars

Other

Conventional Oil
52

8a

Fuichpeed Gas

Inlernationel

Syncrude
204

214
Produced
Gt

1994 COMPARED WITH 1993
Exploration and Production revenues, el of rovalties. tor 199 increased by =126 million to

a0 ilhen The accompanving table shows s meresse ona peoduet basis

Oil and Natural Gas Revenue Change

§ mulhons: R Tile
Natural gas ER 8.3 137
Ol — Conventional 73 /7 12.0

- Syncrude 7.0 319 348

— International - 17 )
Purchased gas sales 196 533 - 357
Other* _ - .7 4.7
Total T e 049 (7.2) 1126

T Gain an cie of nvestments

Natural gas prices incregsed to SLSSANMBU from STTRAMBru as jmarkets ngpessed wthe Niest part of 1491

Satural gas prices declined over the second sovd thivd quarters of 19 as o ~surphns of nataral gas developed

inwestern Canada. Natural gas prices improved towards the end of the vear as the winter heating season
commenced. Natural gas revenue i IS ineluded arbitration and decontracting setlerient s,

Synerude oil prices averaged S21L76/Db1 (1993 — S2097D01) and prices Tor coprentional oil averaged
SIS O/bE (1903 — $]15.93/hl

WTI erude ofl average of 1S S17.1%Dbl in 1

). The Jower Canadian dollar led to i

13694 (1963

nproved oil prices despite the lower

- SESANDLL Yolume nereases Tor natural gas and

conventional oil reflected new production srising from exploration and development activite, The Svnerde

volume inerease resulled from the ielnston of a full vear of production from e additional 275 perern

interest in Synerude which AEC aequired on Julv 119930 Purehased gas sales woee higher os narkeiie

trading activities increased.

Product Unit Net Back

Con oS S

1§ per Ui,

1003 $ O 993 1994 go
Revenue /5 18.0¢ 15.93 2176 20.97
Gross overriding royalty - - - 056 088
Sulphur and other revenue - - - - (0.19)
Royalties z 0.24 2.03 200 03 0.64
Operating costs 27 0.24 387 4,06 14.99 15.20
Met back T 136 27 1158 986 30 580

Natural gas anit net backs increased 7 percent as a result of higher prices. Conventicnal oil umi net backs

increased 18 percent due to higher prices and lower operating costs. partially offset by fiigher rovaliies,

01l operating costs per unit declined due to improved operaling efficicney and higher valumes produeed
svoerude ol undt net backs imereased & percent Tor the same reasons as conventional ail nen bueks.

The majority of produced natural gas was sold under short and long-term contracts, Approximately

GO percent of 1994 produced gas sales were tied 1o US, prices. At December 31, 1994, contracts were in

place to resell 34 Bef of purchased natural gas during 1995 and LYIG The gas to complete the sales was

comprised of 24 Bef purchased under contracts in plaee and 10 Belwithdriwn Tram gis storoae
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1995 Transportation,
Storage and Processing
Revenue by Segment

milions of doflars

Pipelines
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Gas Storage 49
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1994 Transportation,
Storage and Processing
Revenue by Segment

ifions of dofiars

Pipelines
81

24
GQas Sorage

62
Processing

ALECSTA LN RGY (OMPARY LTD

Transportation, Storage and Processing

1995 COMPARED WITH 1994

Revenue declined 1o ST million from = i million in T4 due primarilv 1o lower revennes Tron
e natnral gas processing bt Lower costs of the nannal gas feed stock morve than affset this degline
and natural gas processing piant operating income increased 449 perceni o sTES illion.

Pipeline operating income decreased 10 percent to SH0aillion in 15 partially as a result of project
investigalion costs,

Gas storage revenues decreased 1o SI8Y million Trom 5235 milliin in 1944, Increases in general and
administrative costs and higher depreciation, depletion and smeriiznion expense reduced operating
tncome to S4.7 maillion from SIS willion in 1994, Costs inereased as a resull of project development ¢ty
and the jipact of a full vear ol the expanded storage Tacility operation.

JIn December 1995, 1he Company soll its 50 pereent investoent in Pacthe Coust Energy Corporation,

owner ol the Nancouver [sland natural gos pipeline,

1994 COMPARED WITH 1993

Revenue inereased to STH5.T million me 1994 frone 116 pillion in 1995, Contributing Lo this frerease was
ligher revenue from natural gas stovage in 199 as ARC espanuded s storage capacity and eustomer base,
The increase reflects storage revewue o $23.5 million in 1994 compared with ST.2 million in 1993, Revenne
rom wasiral gas processing was higher due to inereased throughput, Operating costs over the two-vear

prriod nlse were higher veflecting she nereased activin

CONSOLIDATED SUMMARY

1995 CGMPARED WITH 1994

Sel earnings inereased (o 1102 million in 1995, 10 percent higher than 1994 This improvement was
due to the gainon the sale of the Forest Products Division of 374 million. higher ofl prices and volumes,
the 1994 mpacet of foreign exchange expense not incurred i 1995 and lower Svnerude operating costs,
Sigmifieanta Jower nutural gas pricesinereased rovalties an Svierude production and the T9 wate ol
investients partiallv oflset these gains,

Ounea Continuing Operations basis. excluding Forest Products, net carmings fell 525 49 million 1o
sa6.3 million from ss2.2 million i I994 The deelioe tn natnval gas operal ing incoue. us 9 conseguees
ol lower prices. was the major factor in the change. Inereases ininterest costs due to higher average cosl
of debt (1995 - 8.5 percent, 1994 - 7.8 percent) were more than offset by decreases in Joreign exchange
costs and lower average long-term debt levels,

Consolidated cash Dow from operations was 82707 million. down from $294.8 million, Cash flow from
Continuing Operations fell 1o 5246.2 million from $260.1 million in 1994,

Casb ineome tax. excluding income tax payable on the gain on sale of the Forest Produets Division.

atmounted o 5392 willion in 1995 (198 — S59.1 millivn .
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1995 Consolidated
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Net Revenue by Division
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Production
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Transportation, $torage
and Processing

oy

On a consolidated hasis net revenues decreased to ST295 willion (199 =737 million )
bieve gsed il aid pureiiased gas revennes offset decreases i natural gas and mnaval s processing
revenues. Operating expenses decreased to 2907 million from 83031 million primarily duce to Jowe
yatural gas progessing operating costs, Cost ol gas purchased increased primarily as o result of highe
salumes of watural gas purchased for resale, partiallv offset by a lower unit cost per Mef.

General and administrative expense inereased 1o STOS frone 81806 million i 994 doe 1o Hhe
inclusion of S20 miklen of one-time costs velated to streantining vhe Company's operations

Foreign exchange expense Tell 33217 million to SL7T million from 8335 million i BRH whle fnngres
expense inereased S13:2 millon to S25°1 willion (1994 = ST million). The termmatiom of a U.S. dollar
denominated curreney swap inereased Canadian deht levels wod coneurrently elimimated this foreign
exchange exposure.

Depreciation. depletion and wnortization inereased 1o 21558 mitlion (19493 = =152 million) due
to an inerease in the per it rate and higher oil sales volumes, partiallv offser by lower gas voliimes.

Fuife earnings were down 828 million i 1995 primarily due 1o a loas oncdisposition of Pactfic

Coust Energy Corporation.

1994 COMPARED WITH 1993

Setearnings of STOOS willion g U were 10 peyeent highey thap ipe 1946530 This hnprovement was due o
gains on the sale of investments and higher prices (partially as a vesult of the lower Canadian dollar) for
natural gas, pulp.and lomber which more than offset tugher foreign exchange and interest expense and
lower lumber voluwies, Cash flow [rom operations was up 13 pereent to 2948 million, This figure reflects
the pavment of cash imcone taxes in the amount of $39.1 million (19493 - 8312 million).

-
i

For Continuing Operations. revenues were up I3 million to $T57.4 million. Operating

expenses inereased Lo 5051 million from =264 million. The changes in revenue and operating costs
primarily refleet inereases from Svnerude and natarat gas, Inoaddition. revenue included 147 million
Tront the gain on the sale of Pan-Alberta Gas Ltd. and Chieftain International. Inc. The cost of gis
privehased of S83.0 mitlion (1993 = S35.4 millon) reflects inereased marketing activiry refated 1o saies
of purchased gas.

General and adnunistrative expenses ol 2156 million included 1.7 million in office consolidation
expenses, Interest expense, which inereased fromg <30 mitlion to ST4L9 million. wellects a higher ARC
average cost of debl (1994 = T8 pereent: 19893 - 5.2 pereent ) increased debt levels (1991

19493

SHG 1.8 million.
55282 million) and lower interest inceaue, Foreign exchange expense nereased substantially to
SE3.8 million from the 1993 amount of S4.7 million. The 1994 amount includes 8223 million from the
repatriation of #1183 million of U.S. dollar debt. The balance of the inerease results from the erosion
of the U.S/Canadian exchange rate during 194 Bepreciation. depletion and amortization totaled
$152.2 million. compared with $134.3 million. the increase related 1o higher sales velumes for natural
gas and oil. Equity carnings for 1994 were 6.0 milljon. down 4.2 million fronm 1993, reflecting the sale
of Par-Alberta Gas Lid. in 1994, Income taxes of $55.6 million {1993 — $53.7 million) reflected the higher
level of operating income jo 1994 offset by higher interest and foreign exchange costs and an increase o

nan-deductible Crown povallies,
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LIQUIDITY AND CAPITAL RESOURCES

Capital investment of $302.1 millien was $67.3 million lower than 1994, Western Canadian conventional
Exploration and Production capital tolaled $183.6 million, up Irom S171.1 million in 1994, excluding
acquisitiens. The Company’s 1995 capital program was directed primarily to drilling and completions
in ils focus areas in Alberta. Acquisitions in 1995 were $4.4 million compared to $66.:3 million in 1994,
Synerude capital requirements inercased 10 328.1 millien duc to the acquisition of an oil sands lease and
equipment modernizalion. International capital decreased {rom 522.6 million (o $16.1 millien.

Capital investment in Transportation, Storage and Processing was $30.5 million and included
$15.5 million in additions 1o the gas storage facility and $12.3 million for the Company’s share ol a new
ethane extraction plant al Empress.

Year-end debt levels fell to 8384 .4 million from 35618 million rellecting the application of
§304.9 million proceeds from the Forest Products disposition. The 1895 capital program was funded
threugh cash flow from operations and cash received on the sale of investiments. T 1995, the Company
increased the number of its revolving credit and term loan facilities te four by adding a new Tacility lor
$125 million, with a syndicale of banks. The total available under all facilities is 5500 million with an
average term of 8 vears and is wholly unsecured. Al December 31,0 19493, the Company had $123.1 willion
of these lacilities ulilized. On June 30, 1946, 3100 million of vusecured debentures mature. The repavinent

will be made using long-term debt.

RISK MANAGEMENT

The Company's results are influenced by faclors such as product prices, interest and foreign exchange
rates, rovaltics, taxes and operatjons.

Risk expaosure is managed throngh 2 combination of insurance, commodity price swap agreeinents.
its systemn of internal controls and sound operating practices. In periods of currency volalility (he Company
may also use eurrency swaps to hedge against foreign exchange fluctuations. At yeas-end, there were no
currency swaps in place.

In additien to limits established by the Board of Directors on the use of commaodity price swap
agreements, a rigerous system of internal control procedures has been established. Credit risks are
managed by transacting only with preauthorized linancial counterparties where agreements are
in place. Credit limirs are establishoed and are closely monitored. )

An active program of monitoring and reperting day-to-day operations ensures envirenmental and
regulalory standards are met. Contingeney plans are in place to ensure timely response to an evenl.

AEC is exposed to risks and uncerlainties inherent in [oreign operations. including regulatory
and legislative changes. None of these operations are expected to have a material adverse oflfect on

the Company.
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OLTLOOK

IrcJanuiiny 1996, the Company acquired the shares of Conwest Exploration Company Limited {Cunwesi).
The acquisition was financed through the jssuance of Common Shares in the amount of $539 million. vash
ol $351.9 million and the assumption of $2:37.6 million of long-term debt. The cash portion was linanced by
an additional new long-term debt facility in the ameunt of $375 million with a syndicate of banks. Outlook
information discussed below includes the addition of Conwest operations

Sales in 19496 are expected to grow (o 530 MMcfd of natural gas { 1995 - 320 MNeld ) and 56,000 13/
of oil and ligquids (1995 - 42,193 B/D) as a result of the merger with Conwest and prior vears” capital
programs. Prices are expected to remain near cirvent fevels with some potential upside driven by
contracts indexed to U.S. gas prices. Fluctuations will be mitigated by the Company’s price swap
programs. In 1996, a change in natural gas prices of $0.10/Mcf would change cash flow from operations
by approximately S16 million. A U.8. $1.00 per barrel change in oil price would change cash flow from
aperations by approximately $19 million. Approximately 59 percent of gas contracts will be tied 10 U5,
reterence prices, Of total sales, 39 percent will be to aggregators, Capital investiment for Exploration and
Froduetion is expected 1o vise 1o over s400 wiltion. Interest and exchange rates are expected to remain
largely unchanged from 1995 levels,

Transportation. Storage and Processing operations are expected 1o provide a stable souree ol
carnings and cash flow. Capjtal expenditures for ongoing operations are expeeted to be S5fi million,
The proposed Express oil pipeline Irom Alberta into the Midwest United States is cirrently procecding
through the regulatory approval process. As a part of this project. the Company and jts partner
anneunced on January 15, 1896 they had entered into an agreement to acquire the Platie Pipe Line
systewn (Platte). Platte extends the proposed Express line from Gasper, Wyoming, to refinerny markets
at Woad River, [linois.

The Company will continue to assess the way incwhich it finances its operations to achieve the
desived growth in a financially prudent way, It is the Company's intention that Exploration and Produetion
debt-to-cash flow be about 2.0x after the acquisition of Conwest apd carrving out the large 1996
capital program.

The Company intends to finance its capital program through cash flow from operations, long-term

debt and the disposition of non-core assets.

Frbirwerey 3, 1996
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ALBERTA ENERGY CONPANY LTD

Management Report

The aceompanying consolidated Hnancial statements and all information in this annual report e the
responsibility of Management. The financial statements have been prepared by Management in aceordanee
willi Canadian generally aceepted accounting principles and include certain estimates that retlec
Management's best judgements. Financial information contatied throughaut this annuat report is
consislent with these linancial statements.

Management has developed and maintains an extensive systen el imternal control that provides
reasanable gssuranee that all ransactions are accurately recorded, Chal the financial statements
realistically report the Company™s operating and fnancial resadts and that the Company™s assets are
safegnarded. The Compuny's Internal Audit department reviews and evaluates the adegues of aid
compliance with the Company's tnternal contrels. As well iCis the policy ol the Company Lo maintait
the highest standard of ethics v all ity activities.

ARCS Board of Directors has approved the infermation eontained in the fmaneial statements,
The Board tulfills its responsiinlity regarding the finaneial stateraents matuly thyough its Audit Commitiee,

Price Waterhouse. arindependent lirm of ehartered accountants, was appointed by o vote of
sharcholders at the Cornpany's last annual meeting to examine the consolidated financial statements

and provide an independent professional opinion.

/17;—"7—-/%&/'—"‘ &Z_@;w

Gwyn Morgan 1.D. Watson
Frosident aied Vico-President. Fivance
Clicf Eveculive Officer and Chief Finuncial Officer

Auditors’ Report

To the Shareholders of Alberla Energy Company Lid.:

We have audited the consolidated balance sheets of Alberta Encrgy Company Lud. as al December 31,
1895 and December 310 1994 and the consolidated statements of camings. retained earnings and changes
i financial pesition for each of the years in the thiee-vear period ended December 31, 1595, These
finaneial statements are the responsibilite of the Company’s management. Our responsibilily is to express
an opinion on these linancial statements based ou owr audils,

W conducted onr audits in accordance with generally acceepled auditing standards. Those standards
require that we plan and perlorm anandit to obtain reasonable assurance whether the fimancial statements
are free of material misstatement. An audit includes examining, on a test basis, evidenee supporting the
amounts and diselesges in the fmancial staterents. Anaudit also includes assessing the accounting
principles used and sigrificant estimates miade by managemnent, as well as evaluating the overall finanedal
statement presentation.

[11 our opinion. these consolidated financial statements present fairly, incall material respeets, the
Binancial position ol the Company as at Decenber 31,1995 and December 31, 1994 and the results of its
gperations and the changes in its Dnancial position for each of the vears in the three-vear period ended

311993, in accordance with generally accepled accounting principles.

ierr Lfalendoewar

Chartered Accountants

December

Culgaery, Atheria
Felirunry 5. 1996
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CONSOLIDATED STATEMENT OF EARNINGS

{5 millions, except per share amounts)

Year Ended December 31 Note Reference 1995 1594 7993
Revenues, Net of Royalties $ 729.8 5 7374 $ 5997
Costs and Expenses
Operating 2947 3031 264.9
Cost of gas purchased 126.9 83.0 354
General and administrative 19.8 18.6 17.6
Interest, net 2 28.1 i 14.9 8.1
Foreign exchange 1.7 338 | 4.7
Depreciation, depletion and amortization e 155.8 152.2 - 1343
Earnings Before the Undernoted 102.8 131.8 1347
Equity earnings 3.2 6.0 10.2
Income taxes g (49.7) (558} {55.7)
Net Earnings from Continuing Operations 56.3 82.2 89.2
Net Earnings from Discontinued Operations 4 53.9 o 83 24
Net Earnings $ 110.2 S 1005 S 915
Earnings from Continuing Operations
per Common Share
Basic $ 075 S 1l S 120
Futly diluted $ 072 S 1.09 S 118
Earnings per Common Share
Basic $ 147 5 136 S 123
Fully diluted S 1.44 S 1.34 512
CONSOLIDATED STATEMENT OF RETAINED EARNINGS
(5 miliions)
Year Fnded December 31 1995 1594 1993
Balance, Beginning of Year $ 3843 $ 3149 S 2534
Net Earnings o 110.2 wes | 91k
—— , 494.5 154 345.0
Dividends - Prelerred shares - 3.0 5.8
- Common shares o 29.8 28.1 24.3
- B 29.8 311 - 30.1
Balance, End of Year $ 464.7 | § 3843 S 3149

See accompanying notes to the consolidated financiaf statements.
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CONSOLIDATED BALANCE SHEET

ALBERTA ENERGY COMPANY LTD.

(S miffions)

As at Decernber 37 Note Reference 1394
ASSETS
Current Assets
Cash and short-term investments, ‘
at cost which approximates market S 64.2 ! S 237
Accounts receivable and accrued revenue 1328 | 1540
Inventories 5 29.1 67.5
226.1 245.2
Capital Assets fi 1,937.7 2,017.7
Investments and Other Assets 7 547 94.7
$ 2,2185 $ 23576
LIABILITIES AND SHAREHOLDERS' EQUITY
Current Liabilities
Bank indebledness & ) - ) 23.2
Accounts payable and accrued liabilities 175.2 '201.9
Income taxes payanle 26.5 4.4
Current portion of long-term debt 5 11.0
203.2 2405
Long-Term Debt 4 3g4.4 561.8
Other Liabilities i) 47.0 44.6
Deferred Income Taxes 423.9 448.8
) ) 1,058.5 1,295.7
Shareholders' Equity
Share capilal iy 692.3 673.3
Retained earnings 464.7 384.3
Foreign currency translation agjustment B 3.0 4.3
1,160.0 1,061.9
$ 2,218.5 S 23576

See accompanying noies 1o the consolidated financial statements

Approved by the Board:

DEcclleleall
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CONSOLIDATED STATEMENT OF CHANGES IN FINANCIAL POSITION

(8 miliions, except per share amounts) 1
Year Ended December 31 1995 1994 1993
Operating Activities
Net earnings fram Continuing Operations 5 563 S 812 | S 892
Depreciation, depletion and amortization 155.8 152.2 | 134.3
Deferred income 1axes 24.2 7.0 5.1
Other 9.9 18.7 74
Cash Flow from Continuing Operations 246.2 260.1 236.0
Cash Flow from Discontinued Operations 24.5 LY 154
Cash Flow from Operations 270.7 294.8 251.4
Net change in non-cash working capital-Continuing Operations 17.8 (48.1) 60.1
Mat change In non-cash working capital-Discontinued Operations  37.1 (9.3 (0.5)
_ - 3256 | 2374 | 31.0
Investing Activities
Capital investment-Continuing Operations (271.0) (3398) {252.0)
Proceeds on disposal of Forest Products 218.0 - -
Proceeds on disposal of assets and fnvestments 19.4 746 | 61.2
Investing activities of Discontinued Operations (30.9) {78.9) (8.4)
Investments and other 7 (2.4) 7 (1.5) 6.0
(66.9) (2956 (163.2)
Dividends
Preferred share dividends - (3.0} (5.8)
Common share dividends (29.8) N (28.1) | o (Zﬁj
_ o (29.8) | @y (30.1)
Increase (Decrease) in Cash before Financing Activities 228.9 - (89.3) | 87.7
Financing Activities f
Issue of long-term debt 25.0 208.0 111.9
Repayment of long-term debt-Cantinuing Operations (103.0) {193.7) {144.9}
Preferred share conversian angd rademption - (75.0) | -
Financing activities of Discontinued Operations {106.2) 7.0 | -
Issue of common shares 19.0 | 858 | 10.7
7 {165.2} 321 (22.3)
Increase (decrease) in cash and short-term
investmenls less bank indebtedness S 637 S (572 Y 654
Cash and short-term investments less
bank indebtedness, end of year S 64.2 | S 05 5 577
Cash Flow from Continuing Operations per Common Share
Basic S 3.28 S 359 5 330
Fully difuted $ 318 S 340 $ 3n
Cash Flow from Operations per Common Share !
RBasic 5 361 S 407 S 352
Fully diluted 5 351 S 388 . S 333

See accompanying notes 1o the consolidated financial staternents
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ALBERTA EMERGY COMPANY LTD.

1995 NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

{tabular amaounts in 8 millions, unless othenwise indicated)

1. Summary of Significant Policies

{A) PRINCIPLES OF CONSOLIDATION

The consolidated fnancial statements inctude the accaunts of Alberti Energy Company Ltd,
{The "Company™) and its subsidiaries, all of which are wholly ewned.
tivesteents in jointly contrelled companies, jointy controlled partnerships and unincorporated
joint ventures are accounted for using the proportionate conselidation method, whereby the Compan’s
proportionate shace of revenues, expenses, assets and liabilities we ineluded in the accounts.
Investments in companies and paitnerships over which the Company has significant influence
are acconnted Tor using the equity method.
A listing of major subsidiaries, affiliates, anineorporated joint ventures and partnerships is

o page 22,

(B} CAPITAL ASSETS
Exploration and Production
Conventional The Company accounts for conventional ol and gas properties in accordance with the
Canadian Instivute of Chartered Accountants” gnideline on full cost accounting in the ol and gas industry.

All costs ussociated with the acquisition, exploration and development of oil and gas reserves are
capitalized in cost centres ond coundry by conntry basis, Direct geneval and administrative costs related
o exploration activitios are capilalized.

Depletion and depreciation are caleulated using the unit-of-production method based on estimated
proven reserves. hefore vovallies. For purposes of this caleulation, oil is converted (o gas un an energy
couivalent basis. Al capitalized costs are subjeet 1o depletion and depreciation including eosts related
Lo unproven properties as well as estimated future costs Lo be incurred n developing proven reserves,

Futwre removal and site restoration costs are estimated and recorded over approximately 20 vears.

A ceiling test is applied Lo ensure that capitalized costs do not exceed the sum of estinated
nndiscounted. nnesealated future nel revenues from proven reserves less the cost incurred or estimated (o
develop those reserves, related productjon, interest and general and administration costs, and an estimate
for restoration costs and applicable taxes. The calenlations are based on sales prices and costs al the end
ol the vear. The Company has never taken a write-down of capital assets as a result of the ceiling test.

Oit sands  Capilal assets associated with surface mineable projects are accumulated. al cost, in separale
cost centres, Substantially all of these costs are amortized vsing the guit-of-procduction method based on
estimated proven developed reserves applicable o each projeet.

Transportation, Storage and Processing

Capital assels related o pipelines are carried at cost and depreciuled using the straight-line method over
the remaining term of cach applicable pipeline service agreement.

Capital assels related 1o NGL extraction plant operations gre carried at cost and depreeiated using
the straight-line method over the initial term ol the cost-of-service eontracts.

Capital assets related 1o gos storage faeilities are recorded at cost and depreciated on the straight-
line basis over 20 vears.
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1995 NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

ftabuwlar ameunts m § milions, untess othenwise nidicated)

{c)

(D)

(E)

(F)

(G)

{H)

FOREIGN CURRENCY TRANSLATION
Operatious outside Canada are considered (o be self-sustaining and use their primary cuvvency toy
recording substantially all transactions. The accounts of self-sustaining forsian subsidiaries are translated
using the current rate method, whereby assets and liabilities are rransiated at vear-end exchange rales
while revenues and cxpenses dre corverled using average annual vates, Translanon gains and losses
relating 1o these subsidiaries are deferred and included 1o shareholders” equity.

Long-term debt payable in U.S. dollars is translated inlo Canadian dollars at the vear-end exchlange

rale, with any resulting adjustment amortized using the straight-line methoed over 1he remaining lile of
the debt.

PROJECT INVESTIGATION COSTS
Project investigation costs [or new business opportunitics are charged 1o earnings as incurred until such
time as the commereiz! viability of the project is established. Subsequent expenditures are capitalized
and amortized an 4 basis appropriate [or the project.

INVENTORIES

Inventorios are valued at the lower of cost or estimated net realizable value.

INTEREST CAPITALIZATION

Interest is capitahzed during the consfruction phase of large capital projects.

HEDGING ACTIVITIES
Settlement of erude oil and natural gas price swap agreements, wihich have heen arranged as a hedge
against commnodity price and currency luctuations. are reflected in product revenues at the time of sale
of the relared hedged production,

COMPARATIVE FIGURES

Certain 1994 and 1993 figures have becn reclassified for comparative purposes.

Interest, Net

1995 1994 1993
Interest expense —long-term debt $ 460 | 5 348 S 265
Interest expense — other - 1.5 14
Interest income ) 4.2) | (2.7] I X
B N8 336 235
Less interest allocated to ' T
Discontinued Operatiens (Note 4) 13.7 187 15.4
Toral - 5 281 § 149 | 5 81
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ALBERTA EMERGY COMPANY LTD.

3. Income Taxes

The provision for income taxes has been allocated as follows:

1995 1994 1993
Continuing Operations S 497 1 S 556 S 557
Discontinued Operations itote &) 7 137 o145 7 23
Total income taxes S 634 $o70.0 S 580

1995 1394 1993
Current S 368 | A S 49.4
Deferred 22 1.0 6.8
Alberta royalty tax credit (1.5) (1.9 (1.8}
Large corporations tax - 39 7 39 - 36
Income taxes $ 634 S 701 5 580

The lollowing table reconciles income tuxes calculated ab statutory rates with actual income 1axes:

1995 1594 1993

Earnings belore income taxes and gain cn sale .
Continuing Operations $ 106.0 | $ 1378 | § 144.5
Discontinued Operalicns 302 ’ 328 4.7
Total S 136.2 $ 1706 ¢ 14956

Income taxes at statulory rate of 44.6% :
(1534 — 44.3%) S 607 S 756 | 5 663

Effect on 1axes resulting from:

Mon-dedudctibility of crown payments and ;
depreciation, depletion and amortization 211 255 ¢ 219

Federal resource allowance {21.5) {25.0) ¢ (23.0)
Utilization of tax losses (1.4) (6.4) (4.2
Alberta royalty tax credit {1.5) (1.9} (1.8)
Large corporations 1ax 39 39 36
Other 21 (1.6} ) (4.8}
InCome taxes (Fifective rate: 1995 - 46.5%, 1994-41.1%) %  63.4 S 70 S 580

i

The Comprany's 1S, subsidiaries have approximately U8, $12.0 million of tax losses available which
catthe applicd, with cerlain restrictions. against flare taxable income earned in the U8, The benefit of
these tax losses, which will expire between 1999 and 2010, has not been recorded. The amount of capital

assets without o (ax base i S147.0 million {1994 — S162.4 million).
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1995 NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

flabular amaounis i § milians, unless olherwse mdicated)

4. Discontinued Operations

On August 25, 1995 the Company sold its Forest Products Division which consisted of its interest in the
Slave Lake Pulp Partnership and its Blue Ridge Lumber Division. Net cash proceeds of 53049 million
(5218.0 million net of working capital. income taxes and cxpenses} were nsed to retire debt. The Company’'s
sperations, cash flow and gain on saie relaling to the Forest Products Division have been reflected o the
consolidated fimancial staleinents and notes on a Discontinued Operations hasis

The results of Discontinued Operations for the comparative periods are summarized as [ollows:

1995 1994 1993
Revenue § 135.2 S 1840 31373
Operating costs 83.9 120.3 105.5
Depreciation, depleticn ang amortization 6.7 | 95 B 9.8
Cperaling income 44.6 53.7 ! 22.0
Interest and fcreign exchange 14.4 209 17.3
Income taxes R & 3 2 - U N
Met earnings from operations 165 18.3 24
Gain on sale (net of inceme tax recovery of §7.3 millon)” 37.4 - - -
el earnings from Discentinued Operations $ 539 $ 183 $ 24

*income lax recovery includes uiilization of capital fosses.

The Consolidated Balanee Sheet includes the Tollowing amounts applicable to the Forest Produets

operations:
1994
Current assets S Blb
Capital assets 195.2
Other assets _ , B 140
Total assets $ 270.8
Current lizbilities 5 554
Leng-term dsbt 994
Deferred income laxes 48.8
Capital employed B , _b72
Total liabilities and equity S 2708

5. Inventories

1995 1994
Parts and supphies $ 14.0 | § 215
Ravs materials - 138
Finished gocds 0.6 10.8
Gas In storage ) 14.5 | 204
s 291 S 675
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ALBERTA ENERGY COMPANY LTD.

6. Capital Assets

1995 1994
. Accurmnulated : Accumulated
Property, Plant and Equipment  cCost DD&A*" Net Cost DDEA~ Net

Exploration and production  $ 2,648.9 $ 1,0542 $1,594.7 S 25026 S 1,0135 S5 1,489
Transportation, storage |

and processing 566.4 2234 343.0 536.1 2027 3334
Forest products - - - 273.6 78.4 195.2

$32153 §1,277.6 §1,937.7 5 33123 $ 1,2946 § 20177

* Depreciation, depletion and amortization

General and administrative expenses capilalized to oil and gas properties during the vear ameunted
to 5105 million (1994 - 56.6 million).

The prices used in the ceiling test evaluation of the Company's Canadian conventional reserves
al December 31, 1995 were as lollows;

Nalura) gas: S LTT permillion Blu

Oil and natural gas lguids: S 19.99 per barrel

7. Investmenis and Other Assets

1995 1994

Investments $ 454 5 632
Unrealized foreign exchange loss, nel of amortization - 20.0
Deferred pension assets 1.9 \ 10.0
Other - ] 14 | 1.5
$ 54.7 | S 947

8. Bank Indebtedness
I 1954 the Slave Lake Pulp Partnerslip, a 75 percent proporlionalely consolidated affifiate, had a
working capital credit facility in the amount of $37.5 mitlion (73 pereent) which was secured by a
general assignment of accounts receivable and inventories. This facility was cancelled in conjunetion

with the disposition of the Forest Products Division (Note 4).
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1995 NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

flabular amgunts in & milions, uniess olherwise indicated)

9. Long-Term Debt

Note Reference 1995 1954
ALBERTA ENERGY COMPANY LTD. ‘
Canadian dollar debt
Revolving credit and term loan borrowings I
Term loans $ - S 150
Motes payable 1231 206.8
Unsecured debentures C
10.50%, due june 1996 100.0 -
8.15%, due July 2003 100.0 100.0
9.50%, due February 2000 25.0 25.0
9.85%, due {iarch 2002 25.0 -
U.S. dollar debt
U.5. Swap Agreement, due June 1986 oo - 122.8
- 3731 | 4696
NON-RECOURSE LONG-TERM DEBT* |
Canadian dollar debt |
Term loans B 12.8 | 1.3
U.S. dollar debt
Project financing - notes payable ) o - o 88.9
o 12.8 103.2
Total long-term debt 385.9 572.8
Current portion of long-term debt 1.5 - lio
$ 3844 $ 561.8

* Amounis stated are AEC's proportionate share of debt of other entities

(A} MANDATORY FIVE-YEAR DEBT REPAYMENTS

The minimum annual repayments of long-term debt required over cach of the next live vears are as lollows:
1896 1997 1998 1999 2000
$ 1015 $ 15 $ 15 $ 15 S 265

(B} REVOLVING CREDIT AND TERM LOAN BORROWINGS

In 1995, the Company increased the number ol its revolving credit and term loan facilities to four by adding
a new facilily for £123 million with a svndicate of banks. The four lacilities, totalling $500 million. are fullv
revolving for 364-day periods with provisien for extensions al the option of the lenders and upon nutice from
the Company. If not extended, one facility converts (o a non-revelving reducing loan [er & term of 6.5 veurs.

asecond one for a term of 7 vears and the others for lerms of 8 vears.
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ALBERTA ENERGY COMPANY LTD,

All four loun facilities are unsecured and available in Canadian and/or U.S. dollar equivalent
amounts; they currently bear interest cither at the lenders rates for Canadian prime ¢ommercial or
U.S. base raie loans, or 2l Bankers” Acceplance rates, or at LIBOR plus applicable margins.

Alenco Ing., a subsidiary of the Company, has a U.S. 320 million unsecured revolving eredit and term
loan facility, nonc of which was utilized at year-end. This facility is guaranteed by the Company and is fully
revolving until 1997 with provision for yearly extensions at the option of the lender following notice from
Alenco Inc. If not extended, the facility converts to a revolving reducing facility to be repavable in full by
the end of seven years.

Notes pavable consist of Bankers' Aceeptances und Commercial Paper maturing at various dates
with a weighted average intercst rale of 6.25% (1994 — 5.96%). Netes payable shown as long-term debt
represent amounts which are not expected Lo require the use of working capital during the vear and are
fully supported by the availability of term loans under the revolving credil facilities.

UNSECURED DEBENTURES

The unsecured 11.50% debentures mature June 30, 1996, The repayment of this issue at maturity will be
niade using other long-term debt. In February 1995, under ils Medium Term Note Program, the Company
issued 325 million in unsecured debentures bearing interest at 9.85% payable semi-unmually and matuving
on March 13, 2002.

{D} U.5. SWAP AGREEMENT

(E)

TERM LOANS

v

Effective Jaruary 6, 1935, the Company terminated a U.8. dollar swap agreement which effectively had
converted the 10.50% Canadian $100 million unsecured debentures into U.S. dollar debt of $87.6 million

bearing interest at a rate set semi-annually.

AEC has a 49.995 percent interest in Pan-Alberta Resources Ine. ("PARI™) which has a non-recourse
secured term credit facility which finances its investment in its naturgl gas liquids extraction plant joint
venture. The term credit taeilily is sccured by PARD's interest in the joint venture assets and certain
rélated agrecements. The debt is repayable over the initial term of the related joint venlure contracts in
equal monthly instaliments totaling $1.5 million (49.995 percent) per year.

Canadian dollar loans bear interest at the lenders rates for Canadian prime commercial loans
er at Bankers' Acceplance rales plus applicable margins.

At vear-cnd, outstanding obligations under the facility included Bankers” Acceptances {Canadian)
and Canadian dollar loans of $12.8 million (49.995 percent) ($14.3 million in 1994).
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1995 NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

frabular amounts in § miflions, unless othervise indicated)

(F)

PROJECT FINANCING

On Augnst 25, 1995, the project financing of Slave Lake Pulp Partnership ("SLPPT). comprised of hank

foans arranged with o svndicate of banks in the principal amount of U.S. 551 million (75 pereent ), was

vepaid from the proceeds received on the dispesition of the Farest Products Division {(Note ). AEC had

@ TH percent interest in SLPPE

10. Other Liabilities

1.

Share Capital

1935 1994
Future removal and site restoration costs S 261 | S 215
Long-lerm liabilities related to Syncrude 1.8 13.8
Deferred acquisition payable 5.0 5.0
Other - 41 4.3
$ 47.0 S 446
Authorized
20,000,000 First Preferred Shares
20,000,000 Second Preferred Shares
20,000,000 Third Preferred Shares
Unlimited Common Shares
5,000,000 Mon-¥oting Shares
1995 1994
Number of Shares Armount | Number of Shares Amouni
ISSUED AND QUTSTANDING
Second Preferred Shares, Series 2
7.75% Defeires Convertible Redeemable
with 3 paid up amount of $25 per share - 5 - 2,999,700 S 750
Preferred shares redeemed for cash - - {151,793} (4.1}
Preferred shares convarted
1o common shares - - {2,837,907) {70.9)
- 3 _ _ g -
Common Shares
Balance, beginning of year 74,464,114 5 6733 69,993,447 5 5875
Issued on conversion of
preferred shares - - 3,632,437 70.9
Shareholder Investment Plan 750,694 14.3 | 662,847 12,5
Employee Savings Plan - - 23,111 0.5
Employee Share Option Plan 324,211 4.7 152,277 1.9
Balance, end of year 75,539,019 § 6923 74,464,114 S 673.3
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ALBERTA ENERGY CONPARY LTD

The Employee Share Option Plan provides for granting 1o emplovecs of the Company and iis
subsidiaries options (o purchase Comman Shares of the Company. Bach opGon granled under the plan
expires after seven vears and may be exercised in cumulative annual amounis of 25 pereent on or after
each of the first four anniversay dates of the grant,

At December 31, 1995, cuplovee share oplions, exerciscable between [996 and 2002 were
outstanding to purchase 3093002 (1594 - 2.469.079) Connmon Shares at prices ranging lrom 31204

to $21.88 per share.

1995 1994
Common Shares under aption, beginning of year 2,469,079 2,265,356
Share options granted 1,151,200 557,000
Share options exercised (324,211) (152,277
Share options cancelled o (203,066) {201,000)
Common Shares under ogtion, end of year 3,093,002 2,469,079

The number of Conmmon Shares reserved for issuance under the Ewnplovee Shave Oplion Plan was
315743 al December 31, 1995 (2.289.954 at December 31, 1994).

12. Financial Instruments and Hedging Activities

{a)

(8)

(Q

FINANCIAL ASSETS AND LIABILITIES

CREDIT RISK

INTEREST RISK

The Company’s financial instriments are ineluded in the Consolidated Balanee Sheet and are comprised
of cash and short-term nvestments, accounts receivable, and all current Rabilities and long-term
bortowings. The fair vatues of finaneial instruments other than long-lerm borrowings approsinate thei
carrving amount doe o e shorb-ierm malnrity of these instruments.

The estimated [air values of long-term berrowings have been determined based on the Company's

assessinent of available market indormation and apprepriate valuation methodelogies,

1995 1994
Balance Sheat Balance Sheet
Amount Fair Value Amount Fair Value
Long-term debt S 3844 $ 3965 5 5618 5 5525

Berivatives are used only to reduce specilie risk exposares and are not held for trading purposes.

A substantial portion of the Company’s sales ure with customers with whont long-tenn relationships have
been established. All narural gas and erude ¢il price swap agrecments are with major financial instititions.

The risk of signihicant credit loss is considered remole.

At December 81, 1995, the increase or decrease inannual intevest costs on floating rate delyt amounts ta
51.2 million for each one percont change in interest rates.
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1995 NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(tabutar armounts w1 5 millions untess otherwise indicated)

{D} HEDGING

The Company's Board has autherized crude oil and natural gas price swaps as a hedge for up to 75 million
cubic feel per day of produced gas sales, to an aggregale maximurm of 3100 million. 75 million cubic feet
per day ol purchased gas sales, 1o an aggregate maximum of $75 million for lerms not cxceeding 5 vears,
and the lesser of 25.000 barrels per day of erude oil or 30 percent of the Company’s annual budgeted
production. for terms not exceeding 18 months,

At December 31, 1995, 22,000 barrels per day of oil for 1996 and 14.2 millivn ¢ubic feet per day
of gas lor various periods up to one year, are subject te price swap drrangements at an average ol 323,51 per
barrel and $1.62 per thousand cubic feet respectively. Based on prices at December 31, 1995, the unrealized
seltlement liability on these contracts amounts to $11.0 maillion. The dawmount recognized by the Company

will be dependent on prices in effect al time of settlement.

13. Supplementary Information

(A} INVESTMENTS PROPORTIONATELY CONSOLIDATED
The Company coenducts a substantial portion of its conventional oil and gas activity through unincorporated
joint venlures which arc aceounted [or using the proportionate consolidation method. In addition, the

following investments also dre accounted for using the propertionate consolidation method:

Percent Inlerest 1985 1994 1993
Pan-Alberla Resources Ing. 49.995 49,995 49,995
Syncrude Joint Venture (incuding 75% of

AEC Ol Sands Limited Partnership) 13.75 13.75 13.75
Ethane Gathering System Joint Venture 33.3 333 33.3

The Company has included in its accounts the following aggregate amounts in respect of the above-

listed jeintly controlled companies, unincorporated joint ventnres and jointly controlled partnerships:

1995 1994 1993

Continuing Operations
Assets $ 3979 $ 3802 $ 3750
Liabilities 104.0 98.6 80.6
Revenues, net of royalties 269.8 269.9 2258
Operaling expenses 177.1 | 196.0 170.4
Operating income 72.6 55.2 386
Operating aclivities 713 57.9 394
Financing aclivities (1.5) (15! (1.5}
Investing activities {28.6) (19,1} (35.9)
Net assels of Discontinued Operations $ - S 528 ¢ 518
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(B} PENSION PLANS

The Company has both a delined hencdit pension plin and a delined contribution plan which cover
substantially all emplovees. The deflined benefit pension plan provides pension benetits upon retiremenl
hased on length of serviee and final average earnings. Detined contribution benelits are determined by
{he value o contributions and the return on investiment of these contributions.

The cost of pension benelits carned by employees is determined using the vrojected unit eredit
method and is expensad as services are rendered. This cost is actuarially determined and reflects
management's best estimate of the pension plan’s expected investment vieids and the expected salan
escalation, mortality vates, termination dates and retireuent ages of pension plan nembers. The plan is
funded as actuarially deterntined in accordanee with yegulalory requirements through contributions (o
a trust Jund. The costs of defined contribution pension benelits are based ona pereentage of salaiy.

The cumulative difference betwesn the amounts inded and expensed is reflected as a deferred
asselin the conselidated balance sheel.

At December 31,1995, the macket value of defined pension fud vssets was 8342 million (1994 -
£5%7.8 million) and the acerued pension Bability. as estimated by the Company’s acluaries. was S38.1 million
{1994 — 5364 million).

[ addition, one of the Company's unincorperated joint ventires has o defined henetit pension plan.
At Decanber 31, 1995, the market value of the Company's share ol pension fund assets was S61.5 miltion
{1994 — 556 million) and the Company’s share of decimead pension lability, 45 estimated by the joint

venture's actuarics, was 866 3 million {1894 — 854 9 million).

(C) RELATED PARTY TRANSACTIONS
During the vear the Company sotd approximately $9.7 willion (1994 — S11.8 million) of natural
gas to affiliates at murket prices, none of which is included in aceounts receivable at vear-eud
{19494 — S0.6 million).

14. United States Accounting Principles and Reporting
The linancial statements have been prepared in accordance with Canadian generally accepted accounling

principles. They differ from those generally accepted in the United States in the Tollowing respects:

(A) FULL COST ACCOUNTING

tnder Canadian Generally Accepted Accounting Principles (GAAD). a ceiling test is applicd to ensure that
capitalized costs do not exceed the s of estimated undiseounted, unescalated future net revenues fron
proven reserves less the cost incurred or estimated Lo develop those reserves. related production, inferest
and general and administration costs, and an estimate for resloration costs and applicable taxes.

Under the Full Cost method of accounting in the United Stales, costs accumulated in cach cost
centre are limited to an amount equal to the present vatoe, disconnted at 10%. of the estimated future
netl aperating revenues from proven reserves, net of restoration costs and income taxes.

The Company has never incurred a wrile-down under the Canadian or U.S. standard.
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(B) INCOME TAXES

Crnder Canadian GAAI the Company provides for potential future taxes using the deferred credit method

under which tax provisions ave established using taxs rates and regulations applicable in the veay 1the

provision is recorded. These remaln unchanged despite subsequent changes in rates and regulations

In the United Steles, Statement of Financial Accounting Standards No. 109 (FAS 109}, “Accounting

for Income Taxes.” vequires the recognition of delerred tax assets and labilitics for (he expected Tune 1ax

consequeinces of evenls thal have heen recognized in the Company’s financial statements or tax returns,

I estimating future tax consequences, FAS 109 generally consuders all expected evenls including enacted

clianges indaws or rates. The applicanion of FAS 109 decreased 1995 carnings by approximately 822 million.

(C) FOREIGN CURRENCY TRANSLATION

Long-terim debt in foreign currencies was translated al the rate of exchange in eflect at the end of the

vear, Unrealized exchange gains and losses avising on translation were deferred and amortized over the

remaining terms of the debl United States ucconnting principles requive thel such gains and losses be

reflected in the period in which they arise,

(D) UNITED STATES EARNINGS

It the Consolidated Finaneial Statements had been prepared in aceordance with generally accepted

accounting principles i the Unpited States the following adjustments would be required:

1995 1991 1993
et earnings as shown S 110.2 S 1005 5 916
Impact of U.S. accounting principles:

Income taxes - FAS 108 (2.2) {33.0) (15.7)
__foreign exchange B - i2 (7.6)
Net earnings according Lo U.S. GAAP $ 1080 | S 8 S 883
Earnings per share ‘

Basic 1.44 S L4 5 0.89

Fully diluted 1.43 S 1.4 S 0.89

The adjustments under LS, GAAP would result in changes 1o the Consolidated Balanee Sheet of the

Company as [ollows:

As at December 31, 1995

As at December 31, 1994

As Reported

As Restated

As Reported

AS Restated

Assets
Current assets S  226.1 S 22641 S 245.2 & 2452
Capital assets 1,937.7 1,937.7 20171 2m77
Investments and o_ther assets 54.7 54.7 947 747
$ 2,218.5 $ 2,218.5 S 23576 S 2,33756
Liabilities and Shareholders’ Equity
Current liabilities $  203.2 $  203.2 S 2405 i 2405
Long-term debt 384.4 384.4 561.8 561.8
Other liabilities 47.0 47.0 446 446
Deferred income taxes 4239 456.4 448.8 479.0
Shareholders” equity 1,160.0 1,127.5 1,061.9 1,011.7
$ 2,2185 $ 2,218.5 S 23576 5 23376
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15. Subsequent Event

ALBERTA EHERGY COMPANY LTD

I January 1996, the Company acquired Conwesi Exploration Companiy Limited {Conwest™) Conwest 15

engaged primarily in the exploration and production of oil and natural s and hag an investment portolio

and mining arel hyvelre electrie eperations. AEC Intends to dispose ol the <163 million ol non-oil aud was

assels ol Conwest

Aggregate consideration for the porehase was 511255 million. conyrised of S35 189 million in cash,

S330.0 million ineatteibuted yalue in Comman Shares ol AKC wnd the assimuption of $237.6 million of Tong-

termedebt. The cash portion ol the consideration was Tingneed from o new 375 million long-term de

Gacility with o syodicate of banks The Taeility s lully revolving for a s64-day period with provision oy

extensions af the aption ol the fenders and upon notice from the Company. 17 not extended. the faeility

converts toa non-revolving reducing loan for a term of 5.5 vears, The acquisition will be acconnted for

nsing the purelase melhod,

16. 5egmented Information

Exploration and

fransportation, Storage

Froduction and Processing Total
1895 1954 1893 1595 1594 19932 1995 1994 1993
Revenue S 6436 5 6228 5 4998 S5 149.7 5 1667 S 416 S 7933 S 7895 5 6did
Royalties ) 7 63.5 521 a7 - - - | 635 52 Ay
Revenue, net of royalties 580.1 570.7 4581 149.7 166.7 141.6 i 729.8 7374 599.7
Operating casts 223.0 2231 194.8 M7 80.0 0.0 | 294.7 303.1 264.9
Cast of gas purchased 1269 830 354 - - - 1269 830 354
Operating cash {low 230.2 264.6 22718 78.0 867 71.6 308.2 3513 2994
DD&A o 131.6 1267 114.3 211 19.3 176 . 1527 1460 1319
Operating income 98.6 1379 113.5 56.9 67.4 540 155.5 205.3 167.5
Equity earnings - - 3.2 3.2 6.0 1.0 3.2 60 02
Divisional income 98.6 137.9 1167 60.1 734 61.0 158.7 2113 177.7
Less: i
Corporate G&A 14.6 6.3 128 5.2 2.3 4.8 19.8 18.6 17.0
Corporate DD&A 2.3 5.8 1.8 0.8 0.4 0.6 31 6.2 24
Interest and foreign exchange 9.7 35.1 4.7 20.1 13.6 8.1 29.8 48.7 12.8
Income taxes 344 322 36 153 234 184 497 556 557
Net Earnings
Continuing Operations $ 376 S 485 S5 508 6 187 % 337 5 284 56.3 82.2 89.7
Net Farnings i
Discentinued Operations (ioe 4) 539 18.3 24
Net Earnings T $ 1102 S 005 S 916
Identifiable assets $1,796.1 $1,657.1 $1,582.4 | S 4224 5 2297 § 3997 $2,218.5 $2,086.8 £ 19921
Additions 1o capital assets
and investmenls S 23909 5 2835 5 1837 0§ 326 5 586 % 693 $ 2725 5 3421 % 2530

"Exploration and Production” includes conventional ol and gas production and matkeling, International and Syncrude. “Transporiation, Storage and
Processing” includes pipelines, gas storage, natural gas provessing and Syncrude uiility aperations

Restated to reflect results from Forest Products as Discontinued Operations (Note 4)

Corporate assers have been aflocated ta the drisions
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W uuddited )

1995
FINANCIAL STATISTICS Year 04 Q3 oy Q1 1994 7993 1992 99
et earnings ($ millions} 110.2 9.3 18.8 e 24 100.5 216 42.2 13.8
Per share (3) — Basic 1.47 0.12 0.65 0.38 0.32 1.36 123 0.53 12
— Fully dilutes 1.44 0.12 0.62 0.36 0:32 1.34 129 0.53 0.12
Cash flow from operations (§ millions) 2707 59.0 58.0 782 754 294.8 2514 219.9 1510
Per share (5) — Basic 3.61 0.78 0.77 .05 1.0 4.07 3.52 317 2.5
- Fully giluted 3.51 0.76 0.74 1.02 095 3.88 333 298 204
SHARES
Common shares outstanding (millions] 75.5 75.5 754 75.3 745 74.5 00 69.4 680
Average common shares outstanding {millions) 75.0 75.5 75.3 a7 745 AN; 627 68.8 674
Price range, TSE (S per share) :
High 23.13 23.13 21.50 22.25 20,00 22.75 73,63 17.00 16.88
Low 16.38 19.75 19.50 18.75 163 17.50 15.50 9.75 11.50
Close 21.88 21.88 2038 20.50 20,00 | 17.88 1350 16.25 12.50
Share volume traded
Canadian exchanges (mizns) 41.9 1.7 5 1.9 10.4 485 26.1 16.6 5.8
NYSE (thousands) 455 313 142 - - - - - -
RATIOS
Detit-to-equity ;
Corporate 25:75 35:65 35165 3802 44:56
Exploration and producticn 13:87 21:79 179 26:74 37:63
Transportation, storage and processing 64:36 64:36 64:36 63:37 62:38
Debrt-to-cash flow — Exploration and production 0.8x 1.2% 1.2x 1.7 8x
Interest coverage 4.8x | 4.8x 5.3x 2.1 1.3x
Return on equity 9.9% 10.1% 9.9% 45% 1.0%
Return on assets 5.9% | 6.1% 5.1% 3.2% 2.1%
Dividend (5 pe common share)_ . 040 R o 040 035 035 033
Exploration and Transportation,
DIVISIONAL CONSOLIDATED BALANCE SHEET Praduction Starage and Processing Forest Products Total
S millions) 1995 1994 1835 1894 1395 1994 7835 1524
Assets |
Current assets S 194.2 ¢ 1543 $ 319 & 293 S - § 616 1S 2261 % 2452
Capital assets 1,594.7 1,4809.1 343.0 333.4 - 195.2 1,937.7 2.017.7
Investments and other assets 7.2 13.7 - 475 67.0 - 14.0 54.7 947
Total $1,796.1 $1,6571 | S 4224 5 4797 S - 5 2708 $2,2185 523576
Liabilities : )
Current liabilities $ 1795 5 1553 S 237 % 288 $ ~— $ 554 1§ 203.2 5 2405
Long-term debt 153.5 232.8 230.9 2296 - 294 384.4 561.8
Other liabilities 45.4 433 1.6 13 - - 47.0 44.6
Deferred income taxes 390.4 358.6 335 414 - 48.8 423.9 <488
Capital employed 1,027.3 8671 1327 1276 | - 67.2 | 11600 1CkI.9
Tolal $1,796.1 S 16571 S 4224 5 4297 S - ¢ 208 S 2,2185 523576
Hote. Corparate avsels have been allorated 1o the divisions
CAPITAL INVESTMENT
(S millions} 1995 1994 1993 1992 1991
Conventional oil and gas
Western Canada 5 193.0 § 2374 € 1403 S 635 & 947
Argentina 16.1 216 - - -
Syncrude 281 | 189 B0 ! 83 15.8
Transportation, storage and precessing 305 ¢ 56.3 68.3 7.0 48
Forest products 3141 296 8.6 87 124
Other 33 45 74 4. 47
N B : . . |
Toral § 3021 L3694 | ¢ 2606 5 915 S 1324
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BOARD OF DIRECTORS

Mathew M. Baldwin, B.Sc, Pet.Eng. **
President

Enbee Consulting Lid.

Edmonton, Alberta

Joan M. Donald '’
Dervetor and Qfficer
Parktend Indusiries Lid,
Red Deer, Altberla

Richard F. Haskayne "**
Cirairnean of the Board
NOWEA Corporation
Cerbererey, Atheria
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Corporate Director
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Roger D. Dunn
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General Counsel
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Ronald H. Westcalt
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Richard H. Wilson
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CORPORATE OFFICE

#3900, 421 - 7 Avenue 8.
Calgary, Alberta T2 4K9
Phone: (403) 266-8111

REGISTERED OFFICE

#1200, 10707 - 100 Avenue

Edmonton, Alherta T3l 2\M1

Pranc: (4037 423-8233

TRANSFER AGENTS AND REGISTRARS
(TRUSTEE)

Common Shares

16.50% Debentures (Truslee)

8.15% Debentures {Trusice)

Medium Tenin Note Debentures (Trustee)

The R-M Trust Company — Trustee
Calgary. \ancouver. Regina, Winnipoeg,
Toronto, Monlreal, Halifax

Questions relating to share certificales,
estate seltlements, duplicale mailings. the
dividend reinvestiment and share purchase
plan or other account information shonld
he divected to R-A Trust's corporate trust
offices in Calgary:

The K-M Trust Company

GO0 Dome Tower

333 - T Avenue SV

Calgary. Alberta T2 221

Phone: 1-860-387-0825

{toll free in Canada and Continental 11.5.A.)

Chemical Mellon Shareholder Services LLC
New York

AUDITORS (FINANCIAL)

Price Waterhouse

Chartered Accountanls

Caluary, Alberta

AUDITORS (OIL AND GAS RESERVES)

MeDaniel & Associates Consullants Lid.
Calgary, Alberta
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STOCK EXCHANGES

Comnmon Shares are listed on the Toronto,
Montreal, Vancouver and Alberta stock
exchanges {svinbol "AEC") and on the
New York Steck Exchange (svinbiol "AO0G™).

MAJOR SUBSIDIARIES, AFFILIATES
AND PARTNERSHIPS

AEL Argenting S.A 1i0%
AEC Energy Resources Lid LG0%
AERC Power Lid. (300 voting) 68.7%
Alberta Gil Sands Pipeline Ltd, 100%
Alenco Gas Services Ine OO
Alenco Inc. 1003
Alenco lrogueis Pipelines [nc. 100%
Aleneo Pipelines Inc 100%
Alenco Resources Ine. 1008
Conwest Exploration Company

Limited (lanwies 1996G) 100%
Express Pipeline [ne. 100%
Express Pipeline Lid. 30%

lropuois Gas Transmission System, L. 6%
Pan-Alberta Resources [ne. (40% voting)  49.9%
Stealth Resources Limited 100%

MAJOR JOINT VENTURES

Ethane Gathering System }
Synerwde 13.
Alberta Energy Company Lid. 103
AEC Oil Sunds Ltd. 3750

(75% of AEC Oul Sands
Limited Partnership’s 520

ANNUAL INFORMATION FORM/FORM 40-F

AEC's Annual Information Form (AIF) is
filed with sccurities regulators in Canada
and the United States. Under the Multi-
Jurisdictionzl Disclosure Systemn {(MJIDS)
introduced in 1991, AEC's ATF is filed as
Form 40-F with the U.S. regulatory autherity,
the Securities and Exchange Commission.

ANNUAL AND SPECIAL MEETING

OF SHAREHOLDERS

Wednesday, April 3. 1996

at 2:00 pan. local time

Wostin Holel

320 - 4 Avenue 8 W,

Calgary, Alberta

Sharcholders of alberta Energy Company Led,
are encouraged to attend. Those unable 1o do
50 are askod Lo sign and return the Torm ol
proxy mailed with this report.

ADDITIONAL INFORMATION

For additional investor relations infonination
please contact Brian € Ferguson, Dirccetor.,
Corporate Relations and Corporate Secretary.
at the above Corporate Ofiice addross.

INTERNET ADDRESS

http/vavy.aec.ca

ABBREVIATIONS

Bl harrelfs)

Bref bullion cubic feet

Befd Willion cubic feet por digy
Brfe billion cubic feet cquivalont
boe barre!l of oil equiralen!

L barrels per day

L Britisiy thermel unit

Mef thusand cubic feet

Mefd thnusand cubic feef per day
Mefe fhsirsaad cubic feel equivalent
MMBLS  million bayvels

MMBTU  million British thermal units
Nief mithion cubic feol

MMcfd  wmillion cubic feet per day

NiyLs neturad gus liguids
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